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MONDAY, APRIL 20, 1953 


House or REPRESENTATIVES, 
ComMITTEE ON Ways and MEANS, 
Washington, D. C. 

The committee met, pursuant to call, at 10 a. m., in the main hearing 
room of the Committee on Ways and Means, Hon. Daniel A. Reed 
(chairman of the committee) presiding. 

The CuarrMan. The committee will come to order. 

Today the committee has scheduled public hearings on H. R. 157. 
This proposed legislation introduced by Mr. Mason relates to the 
exemption of motion-picture theaters from the admissions tax. 

This morning we are scheduled to hear testimony from the repre- 
sentatives of the industry. 

Many Members of Congress who have expressed an interest in this 
legislation will testify before the committee this afternoon. 

I will at this point have a copy of the H. R. 157 inserted in the 
record. 

(H. R. 157 is as follows :) 


{H. R. 157, 83d Cong., 1st sess. ] 


A BILL To provide that the tax on admissions shall not apply to admissions to a 
moving-picture theater 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 1700 (a) (1) of the Internal 
Revenue Code (relating to tax on admissions) is hereby amended by adding at 
the end thereof the following new sentence: “The tax imposed under this para- 
graph shall not apply to the amount paid for admission to a moving-picture 
theater if the principal amusement offered with respect to such admission is the 
showing of moving pictures.” 

Sec. 2. The amendment made by the first section of this act shall apply only 
with respect to amounts paid, on or after the first day of the first month which 
begins more than 10 days after the day on which this act is enacted, for admis- 
sions on or after such first day. 

The Cuarrman. The first industry representative to testify will be 
Mr. Robert W. Coyne, counsel for the Council of Motion Picture 
Organizations. Mr. Coyne, will you please come forward ¢ 

Mr. Corner. I am ready, sir. 


STATEMENTS OF ROBERT W. COYNE, COUNSEL, NEW YORK CITY; 
PAT McGEE, DENVER, COLO.; H. A. COLE, DALLAS, TEX.; AND 
ALBERT E. SINDLINGER, RIDLEY PARK., PA., APPEARING ON 
BEHALF OF THE COUNCIL OF MOTION PICTURE ORGANIZATIONS 


The Cuarrman. We are very glad to see you here today. Will you 
just state your name and the capacity in which you appear ? 
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Mr. Coyne. My name is Robert W. Coyne, and I am special counsel 
for an organization known as COMPO, which means the Council of 
Motion Picture Organizations. This organization is composed of 
some 28 State and regional associations and 10 national associations 
covering and comprising virtually every segment of the theater busi- 
hess. 

We are deeply grateful, Mr. Chairman and gentlemen, for this op- 
portunity to be heard, and we feel that in order to demonstrate our 
gratitude that we should compress the industry presentation into the 
shortest possible period. We have prepared for the guidance of 
your committee an extended brief which we will submit and make a 
part of the record, but with your permission we will not read it. 

We have also prepared and have available for you and for the 
joint committee a study made by Sindlinger & Co. covering 7 years’ 
experience in the motion-picture industry. 

The Cuarrman. Pardon me right there. Mr. Coyne, you spoke 
about this brief. How large a document is that ? 

Mr. Coyne. It will run to about 25 pages. 

The Cuairman. Did you say you wish that for the record or just 
for the committee ? 

Mr. Coyne. We wish that for the record, with your permission. 

The CHAIRMAN. Without objection, so ordered. 

(Document referred to follows:) 


JOINT STATEMENT By Cor. H. A. Cote AND Pat MCGEE’? IN BEHALF OF THE CoUNCTI 
OF MOTION PICTURE ORGANIZATIONS, IN¢ 


EXPLANATORY NOTH 


We appear before this committee as representatives of the Council of Motion 
Picture Organizations, Inc., a New York corporation established in 1950 by the 
10 principal organizations in the motion-picture industry representing all divi- 
sions and elements in the business 

Since we are both engaged in the exhibition branch of the industry and it is 
on this branch that the Federal 20 percent admission tax has its greatest impact, 
we shall discuss the admission tax mainly in its application to motion-picture 
theaters. Indeed, any discussion of the admission tax must concern itself 
chiefly with motion-picture theaters, for the 18,000 theaters that are situated 
in nearly 10,000 cities and towns in the United States comprise more than $0 
percent of the motion-picture industry. In other words, the picture business 
is a multitude of small businesses 

In making this statement we shall use figures collected and assembled by 
Sindlinger & Co., Inc., a statistical organization of Ridley Park, Pa. Confronted 
with an almost complete lack of trustworthy statistics about the picture busi- 
ness, the Council of Motion Picture Organizations engaged Sindlinger & C’o., Inc., 
to make an objective study of the motion-picture industry’s financial situation, 
especially as that situation has been affected by the admission tax. The detailed 
results of this study are appended to and are a part of this statement. As these 
results have been developed in the course of the analysis, they have been sub- 
mitted to tax officials of the Treasury Department and the Joint Committee on 
Internal Revenue Taxation for their criticism and suggestions. To the best 
of our knowledge no serious criticism of these figures or of the conclusions 
drawn from them has been made by either the Treasury or the joint committee. 


STATEMENT 


1. The motion-picture industry is sick—so desperately sick that if relief from 
the Federal 20 percent admission tax is not immediately forthcoming the very 
existence of the industry will be imperiled. 


1Colonel Cole is a member of the board of directors of Allied States Association of 
Motion Picture Exhibitors, and Mr. McGee is a vice president of Theater Owners of Amer- 
ica, both constituent members of the Council of Motion Picture Organizations. 
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Since 1946 a total of 5,038 theaters have been forced to close. During the first 
90 days of 1953 theaters closed at the rate of 3 daily. Unless movie theaters are 
exempted from this tax it is inevitable that at least 5,347 more theaters, or 29.2 
percent of all theaters open today, will be forced to go out of business during 
the next 12 months. 

This, then, is an emergency. And because it is an emergency of such grave 
import to our business, we ask that your committee approve H. R. 157, which 
has for its purpose the exemption of motion-picture theaters from the operation 
of this tax. For we shall demonstrate that one fundamental cause of the motion- 
picture industry’s catastrophic decline is the 20 percent Federal admission tax. 
We shall prove that this tax, by preempting for the Treasury most of what would 
have been a normal price rise in theater tickets during the period of postwar 
inflation, financially enfeebled our theaters, forced them into crippling economies 
that lessened their attractiveness as places of public entertainment, and thus 
made them helpless and vulnerable before a new tax-free competitor—television. 

We shall demonstrate that thousands of theaters are operating at a loss and 
remain open only in the hope that this tax will be soon removed, in the meantime 
paying one-fifth of their income into the United States Treasury as admission 
taxes. 

We shall prove, moreover, that if movie theaters are exempted from this tax 
the benefits to the motion-picture industry will be so great that the Treasury will 
actually recapture directly from other film-industry sources more tax money than 
it would collect if it kept the tax in effect. 


THE MOVIE THEATER 


2. The first theater in the United States dedicated solely to the exhibition of 
motion pictures opened its doors 51 years ago this month. It was the Electric 
Theater in Los Angeles; and since that humble beginning, which occurred in 
the lifetime if many of us here, the motion-picture theater has become a beloved 
institution in every Community in this country. Not only has it provided amuse- 
ment and relaxation for the American family, in every town the movie theater 
has been a center of community civic and charitable activities, a wellspring of 
knowledge and information supplementing the schools, and an important medium 
for the dissemination of Government messages to the people during two world 
wars, 

Not only has it these accomplishments to its credit, the local movie theater 
has played an important role in promoting the business welfare of its com- 
munity. With its gay exterior and the promise of wholesome entertainment 
within for the entire family, the theater has been the magnet which has attracted 
people into the center of the town, to the greater prosperity of the town’s mer 
chants. Thousands of small-business men owe their livelihood to the presence in 
their neighborhood of the prospering motion-picture theater. A town without a 
theater is a Cead town. 


HISTORY OF TAX 


38. The admission tax was first imposed during World War I. The movie 
theater made no objection to this levy. Taxes then were not as heavy as they 
are now, and in any event lower priced admissions were exempted after the 
war ended. Again, when the tax was revived in 1932, as an emergency measure 
to provide pump-priming revenue in the early days of the depression, the burden 
was accepted without murmur because talking pictures had but recently been 
introduced and the movies were experiencing a tremendous stimulus. At that 
time the rate was fixed at 10 percent, with admissions up to 40 cents exempted, 
a rate which was continued through the outbreak of World War Il. In 1940, 
with most of the world at war, and as a part of the American preparedness 
program, the Congress lowered the exemption to 20 cents. In October 1941, 
almost on the eve of Pearl Habor, the exemption was eliminated, except as to 
children’s admissions under 10 cents. 

The next and last chapter in the story of this tax was written in April 1944, 
during the most critical days of the war. At that time the present war-tax 
rate of 1 cent on each 5 cents or major fraction was imposed, but this was so 
blatantly onerous that the act included a solemn promise that the war rates 
would be ended 6 months after the termination of hostilities. This promise 
has not been kept. 

Neither during World- War I, during the depression, nor during World War 
II was any serious objection made by the motion picture industry to the im- 
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position of this tax. On the contrary, the record will show that in times of 
national danger the motion-picture industry has always been among the first 
to enlist in the common cause, to shoulder more than its proportionate share 
of the burden, and to offer, freely and generously, its property, its facilities, 
and its talent to our country. 

It should be emphasized, however, that each time this tax was imposed it 
was in circumstances so unusual that its effect on the industry itself was not 
fully realized either by the industry or the Government. When the tax was 
first applied, for example, the country was experiencing the unprecedented 
boom of World War I, and the movies—especially feature-length pictures— 
were still something of a novelty. Again, when the tax was revived in 1932, the 
movies, which in their silent form had begun to languish, had just taken a new 
lease on life through the development of talking pictures, an unexpected shot 
in the arm that carried the industry through the depression with comparatively 
few casualties. And the third time the tax was fully imposed was during 
World War II, when the country again was experiencing war prosperity and 
restrictions were so rigid that people were almost obliged to go to the movies 
for recreation. During all these periods, moreover, the movies were without 
serious competition as the people’s principal source of entertainment. 

Because the admission tax had been in these unusual circumstances a sub- 
stantial and, on the whole, a fairly consistent revenue producer, the Govern 
ment, quite understandably, looked on it as a source of revenue that would 
never run dry. And because it had been levied in times of great national emer- 
geney, and accordingly had been accepted as a patriotic necessity, the motion- 
picture industry itself was not wholly aware of the economic paralysis that was 
inherent in a tax which took away one-fifth of the industry's revenue. 


INFLATION SHOWS TAX A TRAP 


t+. It remained for the inflation which followed World War II to lay bare in 
l its evil reality the true nature of the admission tax. 

Unlike most businesses, the motion picture theater has a definite, natural 
ceiling for its prices. This ceiling is roughly established by the amount the 
people of a community are willing to pay for movie entertainment. Setting a 
price above this ceiling has been shown by experience to be self-defeating as 
income invariably drops 

When inflation occurred, it would have been entirely reasonable for theater 
beset by rising operation costs, to raise their prices until they reached 
this natural ceiling. Unfortunately, however, they soon came to realize that 
the admission tax, by raising prices 20 percent, had already confiscated most of 
this price rise. Accordingly, the cost of evening admissions to theaters could 
he raised only 10.2 percent In money, this price rise was only 4.4 cents to a 
national average for evening admissions of 47.3 cents. This trivial increase was 
made while rent advanced 82.9 percent, clothing 25 percent, food 41 percent, and 
all consumer commodities advanced 36 percent. 

Although the admission tax denied the movie theater a legitimate participa- 
tion in the general income rise, the theater nevertheless was subject to all the 
pressures of inflation in its operating costs. Wages went up, the cost of materials 
went up, local taxes went up—the cost of everything in a theater’s operation 
skyrocketed, while the theater’s income remained practically the same. 

In this extraordinary situation there was only one course open for the harassed 
theater owner—a drastice reduction of operating costs. Accordingly, the most 
sweeping economies were put into effect. Staffs were reduced to the last legally 
permissible limit, renovations were postponed, obsclescent plant equipment was 
made to do, advertising was slashed, service to the public was curtailed. In 
short, everything humanly possible was done to cut costs to the bone. 

That the theaters succeeded in this desperate cost surgery is shown by statistics. 
Total expenses of exhibition in 1946 were $1,208,989,000. In 1948 they were 
down to $1,205,876,000, and in 1952 they were further reduced to $1,201,632,000. 
No other American industry can show such a cost record. 

But sometimes economy can be a two-edged knife. It certainly was in the 
case of the hapless movie theater. For in cutting costs, the theater had almost 
destroyed its most precious asset—its glamour. For years the brightest, gayest, 
most attractive place in town, the theater quickly lost its glitter, until even the 
local drugstore and department store outshone it. 

Indifferent to the faded glory of the theaters many years obsolete, people 
sought their amusement elsewhere, thus breaking the moviegoing habit which 
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from the beginning had been one of the main props of the movie's economy. Be- 
tween 1946 and 1948 the United States theater gross declined 16 percent and 
1,611 theaters closed their doors. 


TELEVISION 


5. It was in this weakened condition that the movie theater, in 1948, was called 
on to meet its greatest challenge—television. The results were staggering. As- 
sured, by the purchase of a television set, of what was equivalent to a free 
moving picture show in their living room, millions of Americans made the 
pleasant discovery that there is no place like home. The impact on the movie 
theater attendance was devastating. In those metroplitan areas which soon 
became saturated with television, theater business dropped more than 40 per- 
cent. In the so-called fringe areas, where television reception was not so good, 
theater business went off 22 percent. 

Under this smashing blow and with inflation heightening, theaters went down 
like ninepins. Twenty-three percent of all 4-wall theaters within primary tele- 
vision areas have closed since 1948—a more than 1-out-of-5 casualty rate. The 
actual number of 4-wall theaters that have closed since 1948 is 3,085, of which 
1,975 were in primary television areas. 

In the large areas where there was no television, the story was better. In 
fact, in the areas theater grosses were up 3.2 percent. Heartened by this 
seeming escape from the television blight theater owners began building new 
theaters. Half of all the new theater construction that has taken place since 
1948 was in nontelevisions areas. 

But this freedom from television was not to last. In the summer of 1952 the 
freeze on new television stations was ended. The old pattern was repeated. 
For every 2-percent gain in television-set ownership there was a corresponding 
drop of 1 percent in theater grosses. Denver got a new television station and 
theater grosses quickly went off 21 percent. In Lubbock, Tex., a new television 
station that began operations late in 1952 sent theater grosses down 19 percent, 
with only a 35-percent TV-set ownership. 

Meanwhile fringe TV areas have become saturated with sets and theater 
grosses have gone off another 15 percent. 

from this grim picture one ray of hope emerges for the harassed theater 
owner As teleset sales approach saturation, the decline in theater grosses 
slows down and then levels off. Indeed, in such thoroughly TV-saturated mar 
kets as Chicago, Dertoit, and Philadelphia, downtown theaters have shown a 
slight increase in grosses. 

But the national picture still holds gloomy prospects, for 91 percent of United 
States theaters, contributing 98 percent of the total theater gross, will be unde1 
television's umbrella by the end of 1953. 

Shocking as these figures are, they fail to reveal the tragic plight of the 
thousands of theater owners who are still carrying on the struggle. Many of 
these are on the verge of bankruptcy, the businesses to which they have devoted 
their adult lives are faced with ruin. <A total of 5,010 4-wall theaters—33 percent 
of all such operations—have operated at a loss since 1952 and are in distress 
today. A total of 917, or 28 percent of all drive-in theatres, operated at a loss in 
1952. A total of 1,498, or 45 percent, of drive-ins are in the red on admis- 
sions. Were it not for the revenue derived from the sale of popeorn, candy, and 
other merchandise, most of these theaters—four-wall and drive-ins—would be out 
of business today, for figures show that without the income from concessions 
United States exhibitors would have operated in 1952 at a loss of $147,785,000. 


TWO PROSPECTS FOR 1953 BOTH DARK 


6. For 19538 there are two alternative prospects—both gloomy. On the basis of 
the continued downward trend, net 1953 income from admissions, after $202 
million in admission taxes, is estimated at $1,011 million. This will be increased 
by $200 million in concession sales, for a total of $1,211.1 million. Expenses are 
estimated at $1,200 million, leaving a net before Federal incomes taxes of $10.9 
million. Income taxes will take $5.6 million, so the net profit, after all taxes, 
on the national theater operation will be $5.3 million. 

The percentage of profit after taxes, in this alternative, to total theaters gross 
in 1958, will be, therefore, four-tenths of 1 percent. 

The other alternative (or danger) is that thousands of theaters are being kept 
open for no other reason than that their owners hope this tax will be removed 
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soon But if the tax is not removed the present rate of three theater closings 
daily will change overnicht In fact, it is practically certain, from studies made 
of theater finances, that instead of 1,104 theater closings in 1953, which would 
result on the 3-closings-daily rate, the number will reach the staggering total of 
5.347 


PHEATER CLOSINGS 


} 


7. The record of theater closings is a dismal one. In 1945 there were 19,140 
movie theaters in the United States. Of these 100 were drive-ins. 

From 1946 to April 1953, a total of 5,038 theaters have closed. Of these 23.8 
percent, or 4,696, were 4-wall theaters, 342 drive-ins. 

From 1946 to date, 851 new 4-wall theaters have been built. In the same 
period 2,976 drive-ins have opened 

Thus the total of operating theaters today is 18,206, of which 15,0380 are 4-wall 
theaters and 3,276 drive-ins. Despite an enormous increase in population, there 
are 834 fewer theaters today than there were in 1945 

On surface, it would seem that the construction of new theaters, especially 
drive-ins, somewhat offsets theater closings Study of the statistics, however, 
shows that this is not precisely the case. Since an increase in the number of 
drive-ins largely accounts for the total of new theaters, a quick look at this type 
of operation is necessary 

One of the most interesting phenomena of the postwar period is the vast socio- 
economic change that has occurred in America Aside from the swift rise in 
population, there also have been great shifts in population, especially from the 
large cities to the suburbs. The increase in the number of marriages and the 
iltant largest crop of babies in American history also must be considered. 
In addition, the American craving for motor travel has intensified, as is shown by 
an increase of nearly 63 percent in the use of gasoline for automobiles from 1946 
to 1952 


These changes in American living brought about the drive-in theater, which is 





hown to make its greatest appeal to dating couples, family groups with small 
children, and vacationists 
The tendency of the drive-in the: r is to avoid heavy population centers. 
of the new drive-in nstrue n has in the Midwest, Far West, and 
Ss h, and especially in area have vet felt the effect of television. 
New ar theaters have not bee I ‘ally located within areas where 
nv of the 4-wall theater closings have curred 
From all evidence gathered in our survey the 1953 drive-in theater is going 


he same general problems that beset the 4-wall theater 
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ADDITIONAL STATISTICS 


8. Statistics giving full details of the financial condition of the industry are 
set forth in the Sindlinger report which is a part of this statement. For con- 
vience, however, we cite a few here. 

Today’s total investment in the motion-picture industry is $2,792,700,000 
Of this sum, production and distribution investment represents $550 million, ex 
hibition $2,242,700,000. 

Members of the average household who attend movies spent 41 percent less 
on movies in 1952 than they did in 1946, the dollar figures being $27.82 against 
$47.12, respectively. 

In 1946 the average moviegoer went to the movies 38.4 times and spent $16.14. 
This year he will make 19 visits to the theater and spend $9.60. But even this 
figure is deceptive, since today’s moviegoer is concentrating his movie Visits on 
weekends when admission prices are higher, and neglecting the lower price 
rates of matinee or weekday evenings. 

Today the motion-picture industry accounts for only 18.8 percent of household 
expenditures for entertainment, contrasted with a representation of 36 per 
cent in 1846. On the other hand, television, new since 1936, will account in 1953 
for 39.2 percent of the money people spend on entertainment and recreation. 

During the last 7 years, the average weekly attendance rate for motion pic- 
tures in the United States has declined 48.8 percent. In 1946 the American 
people went to the movies at the rate of 82.4 million weekly. Today the weekly 
admissions are down to 46 million. In 1946 the weekly attendance was 73.6 
percent of the then 112 million potential moviegoers; today it is 36.4 percent. If 
the rate of movie attendance drops another 4.7 percent next year, as the trend 
now indicates. the industry will be back where it was in 1935, during the depths 
of the depression. 

In 1946 the American people spent $1.8 billion going to the movies. This year 
they will spend no more than $1.2 billion. 

it as has becn said, theaters didnt sell popeorn, candy, and other merchandise 
they wou'd be operating today at a heavy loss. As it is, their percentaze of protit, 
as related to total income, has declined from 13.1 percent in 1946 to the dancer 
ously low margin of only 2 percent in 1252 

The larger grossing theaters have been harder hit than the smaller ones, being 
off one-third in their gross business from 1946 to 1952. 

While, since 1946, almost every industry making up the national economy has 
ridden a spectacular rising are of dollar volume, the total net income of all 
United States movie theaters, after paying admission taxes, has in contrast, 
declined 29.7 percent. Gross national product rose from $211.1 billion in 1946 to 
$346.1 billion in 1952, an increase of 68.9 percent. National income rose from 
$180.3 billion in 1946 to $290.5 billion in 1952, an increase of 61.1 percent. Per 
sonal income amounted to $177.7 billion in 1946 against $260.5 billion in 1952, 
an advance of 51 percent. Personal disposable income—income remaining after 
personal taxes and nontax payments—increased from $158.9 billion in 1946 to 

234.3 billion in 1952, an increase of 47.5 percent. 


NOT JUST SMALL THEATERS, BUT WHOLE INDUSTRY NEEDS RELIEF 


9. The thought has been expressed that the small theaters only were entitled to 
and must receive relief. There has boen some thought expressed that this is all 
that should be done. We wish to point out that this will not solve the problem, 
The entire industry, production, distribution, and exhibition—big and little 
is in real distress. Funds for the making of worthwhile pictures can come only 
from the box office; relief for only the smaller theaters would not bring any 
remedy in this regard. Only through relief for the entire motion-picture indus- 
try from the operation of the admission tax can we really see a chance for the 
future of our business. 

Up to now we have confined our discussion to movie theater business. But it 
was inevitable that the sickness of the theaters would be reflected in the produc- 
tion-distribution end of the business, since a theater usually pays for its film 
attractions in rentals that are based on a percentage of the theater’s admissions 
during the time these attractions are shown. 

In 1946 United States theaters paid to production-distribution $466 million in 
film rentals. This total has dwindled steadily until this year it is estimated 
that film rentals will be 23.4 percent less than they were in 1946, or $357 million. 
This is a decrease of $109 million. 
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Corporate enterprises within the motion-picture industry (exhibition, produc- 
tion, and distribution) do about 85 percent of the industry’s total volume. The 
stability of any business is indicated by the trend of “dividends paid” and 
“undistributed profits.” 

The industry’s corporate income after taxes has plummeted from $187 million 
in 1946 to a meager $31 million in 1952. Undistributed corporate profits for 
each year have shown an even greater shrinkage, from $123 million in 1946 to 
about $1 million in 1952. Dividends have been held up, but the figures show that 
today there is a dangerously thin margin separating the money for dividends and 
corporate income 

The following figures show the trend of theater corporations in the United 
States: 


Corporation tazes | Corporation taxes 
1946__. ____ $124, 000, 000 | 1950 $45, 300, 000 
=z fi 96, 178, 000 | 1951 4 7 3S, 250, OOO 
1948 oA) ae s 54, 500, 000 | 1952____ 28, 000, 000 
ee oe Sk ee at 47, 650, 000 


(These figures are all the more staggering when it is noted that the rate of the 
corporate tax in 1946 was 40 percent whereas in 1952 it was 54 percent. ) 
It is apparent that the disaster touched the big theater operations as well as 
the smaller ones. 
TAX DECLINING, TOO 


10. This, then, is the picture of the motion picture industry, a proud American 
enterprise brought to the edge of collapse. Now what of the tax that has con- 
tributed to this situation? The figures tell the story of how this tax has declined 
as a source of revenue. 





Total ad M otion-pie- Percentage 
mission ture theaters’ | of theaters’ 
tax share of tax share 

1916 $381, 520, 217 $299, 900, 000 78.6 
1947 390, 467, 491 279, 69S, 000 71.6 
1948 385, 129, 101 248, 962, 400 64. 6 
1949 375. 768, 504 240, 653, 400 64.0 
1950 356, 721, 869 230, 883, 458 64.7 
1951 344, 643, 256 220, 542, O88 63.9 
1952 312, 396, 322 210, 769, 464 67.4 


From the above you will not that the admission tax coming from motion- 
picture theaters alone shows a decline over the 7 years of 29.6 percent. 

From the above it would appear that the motion-picture share of total tax 
collections increased in 1952. This is not because motion pictures collected more 
tax, but because the 1951 Revenue Act exempted opera, symphonies, amateur 
theatricals, and other functions. 


TREASURY WILL GET MORE MONEY BY EXEMPTING THEATERS FROM TAX 


11. Both the Congress and Treasury will want to know what exemption of 
movie theaters from the admission tax will cost the Treasury. Ineredible as it 
may seem, if movie theaters are exempted from the admission tax the resultant 
collateral taxes from the picture industry will more than replace to the Treasury 
the tax loss through removal of the admission tax. 

Proof of this assertion follows: 

On the basis of the continuation of the downward trend of the past 4 years, 
it is estimated that the 1953 net income from sales of admissions of United 
States exhibitors would be $1,011 million, with a tax of $202 million. 

On the basis of the first 90 days trend of 1953 closings, it is estimated that 
1,104 theaters would close in 1953. 

But the mere continuation of this downward trend of net income and theater 
closings is not realistic for 1953, for there are 5,347 United States theaters 
who are now in the red on total operations. 

These theaters in 1952 grossed $259,307,000, paid an admissions tax of $51,- 
861,400. With the exception of about 320 of these theaters, the tax payments 
are the difference between profit and loss. 
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The owners of the 5,347 theaters are standing by awaiting favorable action by 
Congress exempting theaters from the admissions tax. Proof of this standby 
is that during the first 90 days of 1953, theaters were closing at the rate of 1 
every 8 hours. During the first 15 days of April when United States exhibitors 
know of the April 20 date that the House Ways and Means hearings would be 
held, only 6 theaters have closed. Should there be a delay in the elimination 
of the 20 percent amusement tax, the 5,347 theaters now in the red will surely 
close in a matter of weeks—the Treasury, therefore, in the next 12 months, 
instead of receiving $202 million, as originally estimated on the 1952 downward 
trend, will receive only $150,138,600 from admission taxes. 

For this analysis, Treasury income is figure from 3 sources. These sources 
in 1952 were: 


From 20-percent amusement taxes $210, 769, 464 

Corporate taxes: 
Theater 28, 000, 000 
Producer__ 25, 000, 000 
Total j 261, 769, 464 


If the tax is left in effect, Treasury income from the 3 sources is estimated 
to be (for the next 12 months) : 


20-percent admission taxes $150, 138, 600 

Corporate taxes: 
Theater_. . 5, 600, 000 
Producer 5, 400, 000 
Total 161, 138, 600 


If the 20-percent amusement tax were removed, it is estimated that no more 
than 320 theaters would close during the next 12 months, and the net gross 
from admissions would be back to the original estimate : 

$1, 011, 000, 000 
Plus $202 million (the former 20-percent tax amount). .-. 202, 000, 000 


, 000, 000 


Total net gross from admissions axial 1, 21: 


The division of the $202 million, which would be added to the net theater 
gross is: 


Of the $202 million: 
$68,680,000 or 34 percent would go to producers and distributors 
as film rental. On the basis of corporate income taxes and 
taxes on dividend payments, the direct return to the Treasury 
would be. - : $45, 000, 000 
$133,320,000 or 66 percent would be divided among various 
groups and classifications of theaters. Some of the money 
would be absorbed in making theaters break even. The total 
return from theaters in corporate income taxes, unincor- 
porated taxes, personal taxes, and taxes on dividend pay- 
ments would be__------ chil eaten etistac eau iis We cares sicliemm alah _..... 68, 500, 000 


Total retern: to: the Treeeuris oda cencinnnc adden -...... 113, 500, 000 


Summary of 12-month income to treasury 
From producer : 


New tax from above s -----. $15, 000, 000 
Corporate tax on the same rate as 1952__________ 28, 000, 000 


— $68, 000, 000 
From theater: 
New tax from above_ 


ry saidimaaat tae i 68, 500, 000 
Corporate tax on the same rate as 1952 


28, 000, 000 
—§\_——— 96,500, 000 


Teta «dau. - oe aa opie delgete ._. 164, 500, 000 
-RereLore,: (Re ST TOGSULEY BOI 16. cneecnseckanenanbaen cm 3, 400, 000 
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CONCLUSION 


12. Three years ago, in 1950, representatives of the motion-picture industry 
appeared before this committee and asked relief from this tax. Your commit- 
tee was sympathetic to their appeal and there is good reason to believe that but 
for the outbreak of hostilities in Korea the tax would have been removed. 

From the foregoing it must be grimly obvious that since our appeal 3 years 
ago the condition of our industry has deteriorated at an appalling rate. 

Today, therefore, we stand before you almost in extremis. We ask your help— 
help while we still have the strength to fight our way out of our dfficuities— 
help before irretrievable disaster overwhelms us. 

We are hopeful that this help will be forthcoming. So we are not despairing. 
On the contrary, we are confident that if cur theaters are exempted from the 
admission tax we shall be able to fight our way out of our d‘fficulties and once 
more become a healthy, prospering business. There is reason for this confi- 
dence. At this moment there are technological developments taking place in 
our industry which hold forth the promise of new and exciting improvements in 
motion pictures. We refer, of course, to three-d' mensional films and bigger and 
wider screens. But to take advantage of these developments it is absolutely 
essential that our theaters be freed from the strangling yoke of the admission 
tax, for the expense of the theater installations which these new developments 
will entail will be enormous and cannot be met by theaters if the tax remains. 

That Members of both Houses of Congress are aware of our troubles is shown 
by the fact that 29 bills having for their purpose some form of tax relief for our 
industry have already been introduced in the House of Representatives and 2 
in the Senate. To the honorable gentlemen who introduced these bills we of the 
picture industry are deeply grateful. One of these measures, H. R. 157, intro- 
duced by a member of your committee, Mr. Mason, impresses us as providing the 
relief we seek naturally, we are deeply appreciative of Mr. Mason’s sponsorship 
of this bill, as we are also of the desire to help us which has been manifested by 
those 12 or more other Congressmen who have introduced bills identical in 
language with Mr. Mason’s. 

We strongly urge this committee to approve the Mason bill, H. R. 157, as it is 
written, and we also urge its enactment as soon as possible, as an emergency 
measure, by both the House of Representatives and the Senate. 

Respectfully submitted. 

H. A. Coie 
Pat McGEE. 

APPENDIX.—AN analysis of motion-picture industry 1946-53 compiled for Coun- 
cil of Motion Picture Organizations by Sindlinger & Co. 

Mr. Coyne. The second document, Mr. Chairman, the study, is more 
voluminous, and we thought in order to conserve the record that we 
would submit it to the committee, the committee staff, and to the 
Treasury. 

The CuarrmMan. You are quite right about it. That is too large to 
go into the record. 

Mr. Coyne. I understood that, Mr. Chairman. 

The CuarrmMan,. Yes. 

(The study was filed for the information of the committee. ) 

Mr. Coyne. In order to further conserve this committee’s time, we 
have, at the suggestion of some Members of Congress, and with the 
acquiescence of the chairman and some members of the committee, 
prepared a film which gives in outline form the facts that we would 
like to bring to your attention. This film runs 22 minutes, and it will 
comprise in the main the entire presentation. 

Following the film, and again with your approval, we have two in- 
dustry representatives that I should like to present to you following 
that time. There are many hundreds of theater men who would be 
willing, anxious, and proud to appear before you, but in view of the 
pressures against which this committee works, they have consented 
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that two of their number only shall represent them and represent them 
very briefly following the presentation of the film. 

The CuatrrMan. We appreciate that very much because our time is 
limited. When do you wish to put on the picture ? 

Mr. Coyne. We should like to put on the picture almost im 
mediately. 

The CHarrMan. Weare ready now. 

Mr. Coyne. This will run 22 minutes, the balance of the presenta- 
tion about 12 minutes, and subject to your interrogation we hope to 
be away in much less than an hour. 

The Cuamrman. Thank you very much. 

( At this point the film was shown. ) 

The CHairman. All right, Mr. Coyne. 

Mr. Coyne. Mr. Chairman, with your permission I should like now 
to call on Col. T. A. Cole of Dallas, Tex. Colonel Cole is a theater 
operator in Texas. He isa membe rv of the board of the Allied States 
Association for Theaters. He does not appear here representing them 
exclusively: he appears here re siitaiaitins the entire industry. 

Col. H. A. Cole. 

The CuarrmMan. Colonel Cole, we are glad to see you here, and if 
you will just give your name, address, and the capacity in which you 
appear we will be delighted to hear you. 

Colonel Coir. Tam H. A. Cole of Dallas, Tex. I have been a small- 
town theater operator for 35 years. Together with my brother who 
died about a year and a half ago, we operated the theaters in the town 
of Bonham, Tex., which perhaps some of you will recognize as Sam 
Rayburn’s town. We own there 3 downtown closed theaters—pardon 
me, not closed, that is not a good term, but 3 downtown four-walled 
theaters. 

In addition to that we own a drivein theater in the same town or 
adjacent to it; in fact, it is about half a mile from Sam’s home. 

I am a smalltown theater man, and I am a small-theater man, not 
wealthy but I want to call special attention to the fact that this prob- 
lem is not solely the problem of the small town. Yes, we have suf- 
fered and are:uffering. Yes, we are closing frequently, but the prob- 
lem is an industry problem which reaches from the top to the bottom, 
from the little theater to the big-circuit theater and on up to the dis- 
tributing and produci ing companies. 

It is an industry preblem which cannot be solved by relief of the 
smalltown theater exclusively. ‘To give you a pertinent fact in proof 
of that statement, I might state that the corporate theaters, the ones 
that are incorporated which represent largely the big boys, the cor- 
poration theater tax shows the following history: In 1946, $124 mil- 
lion: in 1947, $96,178,000; in 1948, $54,500,000; in 1949, $47,650,000 ; 
in 1950, $45,300,000; in 1951, $38.250,000; in 1952, $28 million. 

This is even more drastic than is recited here because you will re- 
collect that in 1947 when this survey starts the corporate tax was 40 
percent, whereas in the last year it was, I believe, 54 percent. So 
you can see that the bigger incorporations in exhibition have suffered 
and are suffering to a tremendous extent with those grosses dropping 
very, Very seriously and their nets, I might say, gentlemen, dis- 
appearing. 

It rather struck me oddly in looking at that picture a minute ago 
how out of date it was today, although it was made within the last 90 
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days. It is recited that two theaters were closing every day. It is 
far worse than that, gentlemen. We have kept a very close record 
week by week, and the closings as of the first 3 months of this year 
ran at the rate of 3.a day instead of 2. 

An odd thing happened. On April 1 when word went out that this 
learing would be held on the 20th, closings dropped to about 3 a week 
from 3 a day, reflecting the hope that was extended at that time that 
there might be relief. What will happen if the trend becomes the 
opposite God only knows. 

But I want to point out to you that not only the little boys but the 
big boys, including distribution and production, have also suffered 
in the same proportion or even worse. 

Now, gentlemen, I want to comment very briefly on the last part of 
the film that was shown, and that is with regard to the effect upon the 
United States Treasury because I am an American citizen, a patriotic 
one; I served in World War I. I do not want to see our Treasury 
reduced to a place where we cannot give the proper government: al 
services, inc oats defense. But. gentlemen, we are faced with a 
hard, hard choice at the present moment, and I mean you are faced 
with that hard choice. No matter what you may do, no matter what I 
may do, I wish to make this statement, and I think we can demonstrate 
it in our brief, in fact, I know we can, that no matter whether this 
tax is removed or not, the Federal Tre: asury is going to suffer to the 
tune of just about $100 million. That is not nice to look at. 

I am sorry to be the bearer of that bad news, but we think, and we 
think we can demonstrate, that that loss which is coming whether you 
pass this bill or not, that that loss to the Treasury can be minimized 
by passing the bill. In other words, that you will lose less money by 
the remission of this tax than vou will by keeping it on. That seems 
peculiar, but you must remember the facts, that the United States 
Treasury gets its funds not only from the admission tax but also from 
the corporate and individual income taxes of corporations and in- 
dividuals within our industry, and as the admission tax is taken off, 
the corporate taxes will go up in a pretty rapid kind of fashion. 

We have it documented, and we have it down in black and white 
where your Treasury experts can analyze it. We are not trying to 
put over anything; we are not trying to make it blacker than it is. It 
is black enough, God knows. 

You see, I know some of the people that were shown on the screen 
here; they are my friends. I know what was told was the truth. I do 
not know any reason why I should go into any more detail. As I say, 
the details of all these facts, the arithmetic, the bookkeeping, it is all 
here, it is all in your hands and in the hands of the Treasury, and I 
believe I can rest the case just as we have put it forward to you. 

Thank you, gentlemen. 

Mr. Jenkins (presiding). Do you desire to extend your remarks, 
Colonel / 

Colonel Coir. I believe that my remarks are fully extended in the 
brief which we have filed with you. 

Mr. Coorrr. I believe the witness has not finished. 

Mr. Corner. Representative Jenkins, with your permission, and for 
about 314 minutes, I would like to have you recognize Mr. McGee, an 

dependent theater operator of Denver, Colo. 

Mr. McGee ¢ 
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Mr. Jenkins. All right, Mr. McGee. 

Mr. McGee. In addition to bei ‘ing manager of theaters in Colorado, 
Nebraska, and Oklahoma, I am also one of the vice presidents of the 
Theater Owners of America, an organization which is one of the units 
of the Council of Motion Picture Organizations, and which comprises 
a little in excess of 7,000 theaters in this countr y. 

Now, in my capacity as an officer of this organization, I have traveled 
many thousands of miles in the past 10 months. I have talked to 
hundreds and hundreds of exhibitors in all sections of the United 
States, and it is surprising to find such a history as we have depicted 
in the film and in the exhibits submitted. 

There is no difference bet ween one section of the country and another 
except in degree. As television has expanded, of course, it has made 
its effect felt. 1 am acutely aware of the effect of television because 
living in Denver, Colo., we did not have it there until last summer, 
and as the stations went on the air the exact proportion of decline in 
theater grosses as we showed in the film took place there, but took 
place on a much more accelerated scale. 

It happened within a period of 8 months, and I have personally 
checked certain neighborhood areas of some theaters where that 80 
percent saturation has occurred and that 2 to 1 ratio of decline at the 
box office has taken place right there. 

Now there are several things that I think should be elaborated on 
in order to get it across quickly. As we say in the brief, it is not 
solely TV, it isa strong competitor, and it is a free competitor which 
makes it all the more difficult for us. But this decline in box office 
started back in 1946 before there was any television. 

Now, of course, that would be a natural result of the ending of the 
war and the fact that folks had gasoline and were able to go out and 
take part in other forms of entertainment. But remember that during 
the war all critical items, metals and other such things, were frozen. 
We went a long period of time when our theaters could not be properly 
maintained, and at the end of the war all of a sudden because of the 
20 percent tax and then TV, we found that our capital was depleted, 
and we could not reequip our theaters and bring them up to the high 
standards which made them such a very fine entertainment medium for 
the theatergoing public of the United States. 

Now we can with some help from this committee and the Congress 
put ourselves back in a competitive position, but there is a second 
factor which we cannot overcome even if we rehabilitate and moder- 
nize and that factor is the 20 percent admissions tax and the effect that 
it has on prices at the box office. All of us here are familiar with the 
degree of inflation which occurred following the war, and most busin- 
nesses, as you saw in the film, were able to raise their retail prices 
as their costs of labor and their raw materials rose. 

We were not able to do that for something which is peculiar to this 
business and a few others, and that is that all forms of products, 
whether a motion picture or anything else, reach a point where you 
have a competitor who may undersell you or you may reach the point 
where the people, the wage earner just ‘simply does not have that much 
extra money to invest in entertainment. That point we call a mystical 
point, and it differs in every community. In one town the ticket price 
might be limited to 40 cents, another 60, and in another town 80 cents 
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is acceptable. But the moment you go beyond that point you reach a 
place where your returns diminish. 

Now we could not go beyond those mystical points in the various 
communities. We found the lid ch amped on when we raised the price 
to that point. It is a matter of experimentation, each individual ex- 

hibitor has to determine that for himself because his own community 
has its own problems. So you see where the 20 percent tax hurts us; 
it is just as much a factor in our present condition as television or any 
other medium of entertainment whether paid or free. 

Gentlemen, I think that we should emphasize the fact that we have 
gone to considerable lengths and expense in order to substantiate the 
claims that we are making. I would like to emphasize that the Sind- 
linger Survey or research company of Philadelphia is not an affiliate 
of the motion picture business; it is completely neutral. It has asked 
for figures, which have been supplied, from which they have drawn 
the conclusions you find in the brief, and in the Sindlinger report. 

I believe, gentlemen, that just about sums up my contribution to 
this panel, and I thank,you very much. 

Mr. Coyne. Mr. Chairman ¢ 

The CrarrMan. Just a moment. We want to thank you for your 
testimony, Mr. McGee, and the information you have given to the 
committee, and that ap yplies also to Colonel ¢ ‘ole. We apprec late it. 

Now, Mr. Coyne, you may introduce your next speaker. 

Mr. Coyne. We have available Mr. Albert E. Sindlinger, not as a 
speaker, rather as a consultant and to assist in any interrogation that 
may occur to you. We have paraded quite a few figures, and we hope 
the committee will feel very free to tear them apart in any fashion 
that appeals to them. 

The CHatrrman. Mr. Coyne, if you are ready now we will ask if 
there are any questions. 

Mr. Jenkins? 

Mr. Jenkins. I would like to ask a question. I appreciate the ter- 
rible depression you have experienced in your business. I know in my 
home town, a small town, one person owns the 4 theaters and 2 of them 
have already closed. <A third one may be closed before long and we 
will have just one. You have put your finger, of course, on the sore 
spot, and that is the television. 

I was very much interested in the testimony one of the gentlemen 
gave to the effect that you observed that your depression came on just 
as the television came up. Well, do you think that you have reached 
the saturation point with reference to the effect of television, or do 
you think it is going to continue to grow ¢ 

I know it will continue, but will it increase, and will it increase in 
the same proportion ? 

Mr. McGer. May I thank you nr that question, Mr. Jenkins? The 
truth is that there are certain areas, the large metropolitan areas of 
the country, where television went in first like New York, Boston, Los 
Angeles, and they have reached saturation, and the box-office decline 
has practically stopped in those places. 

I might say that as economic conditions change, some of them have 
shown some slight increase, but what is bothering us and one of the 
things on which we make this prediction of 5,000 thes aters closing which 
vou will find in the brief if we do not get relief, is the fact that the 
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ceiling or freeze on the TV stations was only last summer removed, 
and Denver was an example. 

Now there are predictions of several hundred more TV stations 
within 6 or 8 months one areas which up until now have been able 
to remain in operation. As TV affects them, they will go down, too, 
and they will find the same thing which we have included in the brief, 
and that is that they cannot raise their admission prices. 

That would be our solution if it was possible for us. But the public 
and in the various towns they will only go to a certain point, and after 
that you are beat. Our costs of operation have gone down, and we see 
no way that we can cut them out of minor economies. Does that 
answer your question ¢ 

Mr. Jenkins. Yes, it does. There is one other question I want to 
ask. I have been on this committee for years, and I have watched 
the growth, and so on, of the moving-picture people, and their trou- 
bles, and I have often felt and do yet that there is one place where 
you missed the boat, you have been paying entirely too much for 
the production of pictures. 

I use this expression once in a while, you take some little girl, she 
goes out to Hollywood, and she gets $5,000 a week. The common- 
pleas judge back in my country serves for $5,000 a year. Your produc- 
tion costs are entirely too much for your pictures. Is there any 
hope of having that cost cut ¢ 

Colonel Coir. Mr. Chairman, that is a question that we have rather 
anticipated, and we want to say that so far as this group is con- 
cerned, and we are not producers of pictures, we cannot solve that 

problem. A star comes up, we do well at the box office, he or she 
Cabeay very, very valuable, and immediately there is competition 
for the services of that star. 

The company which has her or him naturally must give away to 
that pressure to some extent. We believe with you, and I speak now 
for just our end of the industry; that is, the exhibitor, that there has 
been extravagance. We wish we could eliminate it. It is a hoi one 
complicated subject, and one which cannot be handled ret ally | V l 
producer or 2 producers. They are handicapped, of course, in mak- 
ing agreements among themselves. Those have been attempted with 
some sorry results. But it is one of those things in this competitive 
era where it is almost impossible to stop those bad increases. How- 
ever, that is not the crux of our problem. 

Mr. Jenxrns. Let me ask you one other question, and I will be 
through. I appreciate this, that there is a difference between your 
business from the standpoint of paying an excise tax and some other 
businesses because you have involved a great investment in real 
estate. You have a real-estate investment as against a man selling 
washers or jewelry; he just sells what he has, but you have an invest- 
ment, and I know in my town the theater owner is now remodeling 
the theaters. 

An old theater has a declining floor and a big old stage in the end, 
and it is worse than if it did not have anything in there. It has to be 
taken out and remodeled. Do you touch that subject in your brief 
to any extent / 

Colonel Coir. Oh, yes. The gross amount invested in real estate 
and including the buildings is a terrific sum and when, as, and if it 
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is impossible to run that as a theater we find that the property is worth 
just exactly the ground value with perhaps a little consideration for 
the four walls, and that is it. 

By the way, to revert just a minute to the production cost, the 
picture costs, the pictures which 2 or 3 years ago were costing $1. 8 
million total, have now come down to the tune of about 3314 percent. 
So we have made attempts in that direction, although we have not 
been 100 percent successful. 

The Cuatrman. I would like to ask a —s if I may. 

Pardon me, did you wish to say something first, Mr. McGee? 

Mr. McGer. I would like to point out to Mr. Jenkins that the mat- 
ter of competition for talent in our business does not depend on us 
entirely; it depends on the public. The public insists on seeing cer- 
tain people, and of course being so few, their salaries naturally go up. 

But again let me say that it 1s not peculiar to our business; we now 
witness television experiencing the same problem. There are only 
1 or 2 people like Milton Berle or Red Buttons—I am giving a lot of 
free publicity here, but I like them, and I mention their names—natu- 
rally they are able to command much greater salaries. 

That is the reason right there. There are not enough good enter- 
tainers to go around. Those good ones in public demand will always 
vet whatever they can get. 

Mr. Jenxins. I appreciate what you say because Rosemary Clooney 
comes from my town. 

The Cuatrman. I would like to ask a question for information, and 
that is I think we would all be interested to know how you feel about 
these third-dimensional colored pictures and how it will affect you. 
Will that prove a stimulant to your business ¢ 

Colonel Coir. Congressman, that is a little difficult to answer be- 
cause we are not far enough down the road. However, third dimen- 
sion and the big screen, Cinemascope, Cinerama, they are all in the 
cards: they are coming, but they present a peculiarly tough problem 
to us right at the present moment. I have several theaters in Bonham, 
and I went up there the other day to look over the possibilities of 
third dimension. 

Well, it would cost me a minimum of $5,000 on up to $10,000, and 
then I would not know, Congressman, as to whether what I bought 
would not have to be thrown out in the alley 90 days from then. The 
thing is moving so rapidly, the experimentation is so big that we 
cannot tell exactly what is going to happen. 

Now there are possibilities. I would not say certainties by any 
means, but there are possibilities of tremendous progress in our in- 
dustry either through third dimension or through Cinerama or one 
of those gadgets, but we do not know what it is going to be. What- 
ever it is, it is going to take a process of at least m: aybe fi 5 years before 
it can be absorbed by our industry and really become of value to us. 

The Cuarrman. And add greatly to your costs? 

Colonel Coir. Very greatly to our costs. 

The Cuamman. Mr. Cooper will inquire. 

Mr. Coorrer. Mr. Chairman, I am very sympathetic with you gen- 
tlemen in the problem you present here and impressed by the state- 
ment you have made, and I want to be helpful in any way that I can. 
I would like to ask you a few questions for information. After all, 
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that should be the purpose of the public hearing, to secure informa- 
tion on the question pending before the committee. 

Am I correct in assuming that you gentlemen now at the table are 
appearing as representatives of the motion- -picture-theater industry ¢ 

Mr. Coyne. Of the entire industry, producer, distributor, e »xhibitor, 
actor, guilds and crafts, and, of course, the largest segment, the 
theaters. 

Mr. Cooper. I would like to inquire very briefly for information 
on one point that will be presented here, and I invite attention to 
the fact that appearing on the calendar of today’s hearings, I believe 
to follow you gentlemen, is a witness speaking for the American 
Municipal ‘Association. 

The committee has been favored by copies of his statement that have 
been distributed to the members here. I would especially like to invite 
your attention to one statement appearing in that statement. This is 
headed American Municipal Association, 522 Transportation Build- 
ine, Washington 6, D. C. 

The CuHatrman. One moment. I understand that the committee 
has not been supplied with those. If we have them, they will please 
be supplied. 

Mr. Coorrr. He is listed as a witness here, and I understand that 
this is the statement that he will probably present. As you gentlemen 
will then, be off the stand, I am asking you the question now while you 
are here. 

Mr. Coyne. We appreciate that. 

Mr. Coorrer. Resuming the reading of the statement here, it says: 

Written statement by Randy Haskell Hamilton, director of the Washington 
office before the Committee on House Ways and Means, considering proposals to 
exempt movie houses from the Federal admissions tax, April 20, 1955 

Moving down to the third paragraph of that statement, I would like 
to read to you as follows referring to a resolution of his organization : 

The resolution clearly points out that it is the considered and deliberated 
opinion of the municipal officials in America that the Federal tax on admissions 
on all places of amusement should be repealed on the theory that such a tax is a 
good source of local revenue, meeting a!l the philosophical requirements of a good 
local tax. 

Now since we are to be presented that information and that appeal, 
I would be interested in hearing the comment that you gentlemen may 
desire to make on that point. Let me add this additional question 
for your consideration. If this bill is favorably reported and passed, 
then if the municipalities and other local taxing authorities see fit to 
increase their taxes and place the same tax burden that would be 
removed by this bill, what would be the final result ¢ 

Mr. Coyne. Mr. Cooper, and you speak with authority because Ten- 
nessee did have just such a bill, if the Federal Government were to 
retire from this field and the municipalities were entitled and empow- 
ered to tax the theaters up to 20 percent, now there is a tax philosophy 
that this type of tax belongs in the municipalities and in the States, 
and the American Municipal Association, as I understand it, espouses 
that idea. 

It does not confound us for this reason, that we feel that the munici- 
palities being close to the theaters are very keenly aware of the theaters’ 
plight, and while technically if the munic ipalities were to Move in with 
a similar tax it would be a wash item, and we would be no better off. 
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We are confident that the same persuasion that we hope moves this 
committee would, city by city and town by town, prevent that 
happening. 

Mr. Coorer. That is your hope ! 

Mr. Coyne. That isour hope. There will be an attempt, because we 
know that the city administrators who need funds would very avidly 
view this field, but we hope that with the exercise of reason in the com- 
munity, in the communities where these theaters operate, that we can 
keep that type of duplication or supplementation to an absolute 
minimum. 

Mr. Coorrer. I thank you. 

The Cuamman. Right there, if I may interject a few remarks at 
that point, and I realize you people have your difficulties, one of the 
difficulties of this committee is that when we do remove these certain 
excise taxes, the communities immediately put them on, and they are 
no better off than they were before. 

Mr. Coyne. Of course, in many States they do not have the enabling 
legislation that would permit them to put them on. I agree with the 

chairman that if they were automatically to go on, the desired relief 
would not be forthcoming. I would like to hear from Colonel Cole on 
that for a minute if we may. 

Colonel Coir. I merely would like to interject the thought that after 
all if the local municipality put on a tax such as this which would 
crush the theaters they ee pay for it locally right quick. In other 
words, the closings of the theaters have proven the tremendous diff- 
culty that we are faced with. 

If with that proof on the home ground they could maintain such 
a tax, then we have just been making some misstatements to you gentle- 
men, and we have not done that. 

The Cuamman. Mr. Dingell will inquire. 

Mr. Dinceiit. Mr. Chairman, just for the record I want to make 
clear that I have introduced H. R. 6 bearing on the very same subject, 
and I understand that the bill of my good friend Noah Mason from 
Illinois, which is H. R. 157, is an identical copy of the bill which I had 
drawn, but I am very happy that there are not only these two bills, 
one on each side, but there are a score or more of bills introduced by 
members on both sides of the aisle and from all parts of the country 
trving to abate this regressive, aggressive, unfair form of taxation. 

You know, as I go along the highways and byways and through the 
small towns, I observe, and that is where I gained my first impression 
about the need of relief for the motion-picture exhibitor, these thriv- 
ing motion-picture houses which once teemed with life in the commu- 
nity being closed and boarded up. 

I was confused for a while during the summer months, thinking that 
some of them were closed because it was summertime, but I saw that in 
the winter they were not only closed, but that they were boarded up. 
If there is anything that is more useless than a closed motion-picture 
house, I have a very difficult time of choosing anything for comparison 
unless it is one of the old-fashioned icehouses used for storage of ice on 
a declining demand for ice on today’s market with everybody having 
a refrigerator and similarly more and more people getting television 
entertainment in their homes. 
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I need not say, Mr. Chairman, that as a motion-picture house comes 
into a community in a given block, business rises or did rise in the past, 
and similarly as that house closes, so tod: Ly business drops in the com- 
munity, and especi: uly in that particular block. I call attention re- 
spect fully to the membership of this committee that the motion- 
picture house is the poor man’s grand opera, it is his symphony, it is 
his ballet, it is his most important form of economical entertainment, 
= he, the least of all our citizens, can afford to be without his weekly 

r biweekly motion-picture show for himself and his family. 

‘I have before me, Mr. Chairman, a letter from Wisper & Wetsman 
giving me an outline of their specific problem and a sheet of tabula- 
tions showing the amount of taxes paid regardless of the fact that 
they have had terrific losses which caused the closing of 5 theaters 
out of 13. 

Now I would imagine that anyone who wants to go into the motion- 
picture business can get in touch with Mr. Wisper, Lew Wisper of 
this firm of Wisper & Wetsman, and can buy himself a flock of theaters 
very cheaply. I do not believe there will be very much of a rush. 

But at any rate, Mr. Chairman, I want to place in the record this 
statement of profit and losses and taxes along with the letter signed 
by Mr. Wisper so that we may have it for further and future reference 
in our exec utive sessions. 

The CnarrMan. Without objection, so ordered. 

(The information referred to is as follows:) 


WISPER AND WETSMAN THEATERS, 
Detroit 1, Mich., April 15, 1953. 
Congressman JOHN DINGELL, 
House Office Building, Washington, D.C 

Dear JOHN: In anticipation of the public hearing of the Ways and Means 
Committee on Monday, April 20, at which meeting I shall be present, I herewith 
submit for your review a summary of our Detroit theatres’ financial report of 
the 1951 and 1952 operations. 

We wish to direct your attention to 1952 because it shows very clearly a very 
substantial loss, 

The Avalon Theatre, first one listed, paid admission taxes in excess of 
$24,000 with a profit of $3,000, 

The Duke Theatre, second one listed, shows an admission tax paid in 
excess of $9,000, with a loss of S360. 

The Eastown paid admission taxes of $29,000 and lost over $1,100 in 
keeping the doors open. 

The Lincoln paid the Government in excess of $12,000 in admission taxes 
and lost over $8,000 in operation. 

The Linwood paid the Government over $9,000 in admission taxes and 
made a profit of $500. 

The Mack Uptown paid $17,000 in admission taxes and made $2,400 profit 

The Tower paid over $17,500 in admission taxes and lost in excess of $1,300. 

The Tuxedo paid over $15,000 in admission taxes and lost over $9,000. 

I should like to call your particular attention to the five theatres that are 
closed, as shown on the attached tabulation. Collectively these five show a total 
loss during the year 1952 in excess of $36,000. The admission taxes paid col- 
lectively by these theatres in 1952 totaled approximately $20,000. 

This situation is almost unbelievable, but it is true. Relief must be forth- 
coming or the moving picture theater, representing the poor man’s entertain- 
ment, will soon be a thing of the past. You know, John, this condition cannot 
continue. The admission tax situation is confiscating our business. 

I will call at your office when in Washington next week and hope to find you 
in the best of health. With my kindest regards, 

Cordially, 
Lew WISPER. 
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—— 


Mr. Dinceii. Now just one moment, Mr. Chairman, if you please. 
I do not want to consume too much time, but I did have something 
else here in mind, and I think that for all practical purposes the sooner 
we dispose of this question once and for all by an outright complete 
repeal of excise taxes, not only on motion pictures but excise taxes on 

all industries, and I suggest that whether we follow through on this 
move or not at this moment that you gentlemen, especially if you are 
successful, band together with other groups of businessmen in order 
to get rid of this super-duper sales tax. 

They are a curse; they are unfair. You pay, as you say, and so does 
every other concern that is subject to this excise-tax nuisance, you pay 
all the other taxes, and on top of it all, then you are given this addi- 
tional handicap of 10- or 20-percent excise tax, and it is unfair. You 
should come here to Congress, and you should fill our congressional 

halls and congressional chambers with your people in order to give a 
thorough understanding to Congress as to how you feel about excise 
taxes. 

Now I go on the presumption that it is wrong to tax a service or a 
product, and it is sound to tax only the profit. That is something to 
keep before you at all times. Never tax the product; tax only the 
profit. If you make a good profit, you pay a good tax. If you lose 
money, you pay no tax, but under this scheme and system, and I do not 
know where in the devil it ever began, you pay through the nose, 
whether you are losing money or not, in addition to all the other taxes. 
So you just do not have a chance, and it depends on you and your 
determination. 

You go out with a plan like you presented here to the people, and 
keep the heat on, and you will get rid of this curse, I will guarantee 
you that. I would do that in my bill, not only in this bill, but I have 
t ina general bill which provides for a restoration and repeal of taxes 
eoing back to the situation in 1939, in most cases. 

I pride myself of the fact that I have been the outstanding, most 

onsistent opponent of excise taxes without reservation, and I am 
going to stand with this as long as I can, but I cannot do it alone, and 
! want to tell you this: For that attitude you owe me nothing because 
hat is part of my principle regarding excise taxes. 

The Cuarrman. Mr. Mason will inquire. 

Mr. Mason. Mr. Chairman, the fact that H. R. 157 and H. R. 6 were 
ntroduced on January 3, the first day of the session, and are identical 
bills, proves beyond any question that great minds run in the same 
channel. 

Now having made that position clear, I want to ask 2 or 3 questions. 

How many pe ople are engaged, employed, or carrying on moving- 
picture operations, production, transmission, showing and all, the 
total ¢ 

Mr. Coyne. With your permission, Mr. Sindlinger will take that 
question. This is Mr. Sindlinger, of Ridley Park, Pa. 

Mr. Mason. Approximately how many are affected ? 

Mr. Stnpiincer. Mr. Mason, the number of full-time employees in 
the motion-picture industry in 1946 was approximately 228,000. To- 
day we estimate about 201,000, 

Mr. Mason. 27,000 have been wiped out in this period ? 

Mr. Sinpuincer. That is right. 
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Mr. Mason. These 228,000 employees, of course, all have to pay 
individual income taxes ¢ 

Mr. Stnpuincer. That is correct. We estimate that in 1946 these 
people paid approximately $40 million in personal income taxes, and 
tod: Ly it is approximately $10 million. 

Mr. Mason. I think that is all for now, Mr. Chairman. 

Mr. Camp. Mr. Chairman / 

The Cuamman. Mr. Camp will inquire. 

Mr. Camp. I would like to state for the record that of the fifty-odd 
motion-picture theaters in my district, each has submitted to me a 
statement of their operat ing experience during the past year, During 
that 12-month period, 20 of them have been forced to close their doors 
Of the remaining thirty-odd theaters, an uncanny effect is outstand 
ing, and that is that the loss of these theaters practically was the same 
as the tax take of the Government. 

In other words, had there been no excise tax, there, the majority of 
those shows would have broken even. Of these fifty odd shows, only 
12 percent of them showed any profit at all. I am convinced, Mr. 
Chairman, that the industry itself is a sick industry; that they are 
experiencing competition of a most unusual type and that unless they 
cet some relief until they can reorganize their forces, that the industry 

sa whole will practically fail. 

I have here in the audience representatives of the three largest mov 
ing-picture theaters in my district. I hope that during these hearings 
one or all of them may be able to make a statement. I will not burden 
the record with these account sheets and these letters from all of these 
shows, but suffice it to say that of the fifty-odd, 20 have failed, and 
only 12 percent show any profit at all. 

Thank you. 

Mr. Coyne. Mr. Chairman, may Mr. Sindlinger comment on Mr. 
Camp’s observation ? 

The Cuairman,. Very well. 

Mr. Stnpuincer. I would like to add that on a national basis we 
estimate that more than 5,000 theaters have closed. Out of these 5.000 
that have closed, about 1,600 of them, it runs about a percent and a 
half a year, are normal business casualties; 2,700 of those theaters 
paid twice as much in income taxes as losses. 

When I say income taxes, I mean admission tax. 

The CHarrman. Any more questions along this line? Mr, Kean? 

Mr. Kean. You made an interesting and persuasive presentation. 
In fact, representatives of the New Jersey distributors have made a 
strong case to me during the past few months. However, to my sur- 
prise, I read an article in the New York Times which probably has 
come to your attention, and I would like to quote from it and give you 
the opportunity to refute what they say. 

The article says: 

Inroads of TV have not been fatal to neighborhood movie theaters. 

Television has done its worst to the motion-picture exhibitors—at least in the 
big-city areas—and they are fighting back with increasing success. Box-office 
receipts are running 25 percent above those of 2 years ago, when television was 
making its biggest inroads. ‘They promise to go higher, for the exhibitors will 
have a novelty of their own: Three-dimensional films. 

The authority for these statements is William Brandt, president of Brandt 


Theaters, a chain of more than 100 in the Eastern States, with 30 in New York 
City. 
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Then he says: 

Underlying financial factors in the business of film exhibition, said Mr. Brandt, 
are stronger than they have been in years. A great many small neighborhood 
and “grind” houses have been killed off by television—70 died in 1951 alone—and 
their competition has been removed. Most of these, he said, were converted 
store fronts, holdovers from the nickelodeon theater. 

Then he goes on to say: 


Other theaters went down because the districts in which they operated were 
“overseated.” When television borrowed some of their audiences, they had to 
HO. 

As a matter of fact, except for the “fringe” houses that folded, the whole field 
of film exhibition has been doing all right. 

Mr. Coyne. I appreciate, Mr. Kean, your giving us an opportunity 
to clarify that point. We had read that artic ‘Je, and we wish we might 
agree with Mr. Brandt. As to the New York City statistics, Mr. 
Sindlinger will give you something that is illuminating on that point. 

Mr. SrnpuinGer. As part of this analysis, we obtained confidential 
information from thousands of theaters. I would like to sit down 
with some Treasury officials and go over some of the figures. 

Mr. Coyne. In brief, the New York grosses during the first 3 
months of this year were not, I am sorry to say, 25 percent up; they 
were nearly 14 percent down as against last year, and these are the 
Treasury figures that we quote. 

I would like to say, Mr. Chairman and Mr. Kean, that our staff have 
been working with the Treasury for some weeks in an endeavor to 
assist them in formulating their judgment concerning this matter, 
particularly in the startling case we portrayed on the screen that 
whereby the Treasury while it would lose money this year, it will 
lose less money prospectively than if the tax remains on. 

Those figures startled me, and I would like to encourage any inter- 
rogation of Mr. Sindlinger as to how we put those together. 

Mr. Kean. Why did this man make this statement then? 

Mr. Coyne. Well, there are many vagaries of business, and of course 
as showmen we are born optimists, and many individual showmen like 
to picture good times ; they think it is good selling, good showmanship, 
to say that everything is good with the theaters. I think that that 
was probably what Mr. Brandt had in mind. 

Also there are a lot of business situations where sometimes we feel 
that we can make more favorable deals here, there, and everywhere 
if our business looks good rather than questionable. 

The Cuairman. Mr. Simpson will inquire. 

Mr. Simpson. Is it not basic to your case to view this tax as a tax 
which is discriminatory against I line of business when contrasted 
with another; that is to say, that the 20-percent tax, the tax levied 
upon admissions, injures your business, Te ultieg that same tax is not 
levied against a competing business? 

Mr. Coyne. Exactly, Mr. Simpson. 

Mr. Simpson. To the extent that is a correct analysis, the Federal 
tax law in itself is injuring and is favoring a competitive line of 
business ¢ 

Mr. Corner. It favors a competitive line of business and discrimi- 
nates against the theaters. Seven or eight years ago the theaters paid 
this tax cheerfully, well, as cheerfully as anyone pays taxes, when they 
could absorb it. "Today, almost uniquely among the excise-tax indus- 
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tries, we have been riding a downward arc, and while many of them 
have their troubles, at least they have enjoyed a tremendous upswing 
in prosperity during the past 6 years. 

Mr. Srupson. Now, if it is true that there are to be big developments 
with respect to motion pictures in ensuing years, that is simply going 
to point up the requirement for substantial new capital in all these 
smaller theaters, is it not? 

Mr. Coyne. Exactly. 

Mr. Srupson. That ties in with your claim that the industry is 
suffering, and of course a suffering industry would have considerable 

trouble raising the capital at that time ¢ 

Mr. Coyne. It would have great difficulty in producing the capital 
with the present lack of reserves to forthrightly go into the Cinerama 
and the Cinemascope and the other three-D devices which while they 
are still in the experimental stage, do offer considerable hope, pro- 
viding that the balance sheet of the theater will enable them to take 
advantage of it for their community. 

Mr. Stupson. And it is the so-called smaller theater which is the 
one that is apparently being hurt at the present time. I gathered 
that it is the small theaters, the fringe theater which is closing down 
today ; is that right ? 

Mr. Coyne. I will let the colonel handle that. 

Colonel Cote. Mr. Chairman and Mr. Simpson, that statement is 
not quite complete or correct. The large theaters are in worse shape 
relatively speaking than the small ones. The small ones have been 
the ones that have been closing because they had no reserves of capital 
or credit. 

Mr. Simpson. I am measuring the fact of the closing by assuming 
that they are the worst off, and I still say that in a small theater if it 
had to go out and hunt capital, they would have more trouble than 
the larger ones? 

Colonel Coir. Oh, yes. 

Mr. Stupson. There is one other point that may have been devel- 
oped in my absence, but I think it is very important to the thinking 
of the committee on this matter. It is covered on this brief which I 
have on page 6, headed “Inflation shows tax a trap.” After all, should 
the committee act favorably on your request and totally remove this 
tax, people will wonder what is to happen with that saving which they 
will envisage. I think you should make explanation if, as I say, you 
have not already done so, as to how the tax in itself has hindered ‘the 
proper operation of a theater during this inflationary period we have 
been going through. 

Colonel Coie. Well, we have tried to make that plain. The tax itself 
has put an artificial ceiling on our admission prices. That artificial 
ceiling has prevented us from taking care of the vast increase in opera- 
tion costs, and therefore we have been up against it, seriously up 
against it, and our capital reserves and depreciation reserves have 
been wiped out. 

Now, what are we to do with the increase? I know of a few and very 
few theaters, friends of mine, people who have communicated with 
me who stated they are going to give part of it back to the public. 
Frankly I, and I am speaking for myself, and I know for a large 
majority of theaters of this country, are unable to be in a position 
to do that, and it does not embarrass me in the slightest because I can 
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suy to my patrons, “Would you rather have a few pennies back, « 
would you rather that the theaters stay open?” because, gentlemen, 
it is just that right now. 

Will the theaters stay open { Right now we are on the edge of clos- 
Ing our operations. Right how Holly wood is on the edge of closing 
its studios because they are all affected right down the line. We be- 
lieve that the average theater—the motion-picture theater—is a much 
greater asset to the community than just a few pennies that they might 
receive back in the box office. 

Mr. Simpson. You are pointing to the fact that with respect to the 
attendance at the movie theater that there is a law of diminishing 
returns which applies whether it be brought about through taxes or 
unwise admission prices / 

Colonel Corr. I have found that myself. I increased my prices 
about a year ago now. I run a rather moderate-priced group of 
theaters, I admit. I have first-class theaters. My operations are 
excellent, as Sam Rayburn can tell you. My price of admission—and 
I am illustrative of many—my price of admission a little over a year 
ago was 30 cents gross. Which was 25 cents net after giving Uncle Sam 
a nickel. I raised it to 40 cents because I had to. I was right up 
against it Gentlemen, my increase in results from admissions was so 
small it was practically nil. 

Although I was getting 10 cents more, the resulting dime did not 
cause any special increase in gross admissions. 

Mr. Simpson. Now the $64 question. Partial relief in this area 
would not solve the problem ¢ 

Colonel Cote. Say that again, please ! 

Mr. Simpson. Partial relief in this area would not solve the problem ¢ 

Colonel Coir. No, sir; it would not solve the problem. I would 
say that partial relief would almost certainly result in chaos. 

Mr. Simpson. That is all, thank you. 

The Cuatrman. Mr. Eberharter will inquire. 

Mr. Esernarrer. Mr. Coyne, I assume that you or representatives 
of the industry have made representations to the Bureau of Internal 
Revenue, to the Treasury Department, or the Bureau of the Budget 
respecting this tax? 

Mr. Corner. We have been dealing with the Treasury. We have not 
been dealing with the budget up to date. We have been dealing with 
the Treasury and your own committee and have presented them our 
facts and figures and made the offer that if any information they 
wanted came within our sphere that we would be cheerful about trying 
to find out that information. 

Mr. Esernarrer. Mr. Coyne, would you give me in brief what the 
reaction of the Treasury Department now is to your proposal to repeal 
this tax entirely? 

Mr. Coyne. There has been no agreed action by the Treasury up to 
now. 

Mr. Esernarrer. No which? 

Mr. Corner. No agreed action. They have not stated their full 
position. 

Mr. Esnernarrer. I say, what was their reaction / 

Mr. Corner. Reaction’ They were very grateful for the assistance 
that the industry had provided them, and I think they were very well 
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impressed by the facts. The Secretary of the Treasury a week ago 
said 

Let us determine how much money we are talking about; let us determine how 
much the loss will be, and then we can make our conclusions from there. 

So we have proceeded to develop figures by Mr. Sindlinger which 
shows that the Treasury’s loss will be substantial in any case but that 
the Treasury loss during the next 12 months’ period in all probability 
vill be less if the tax comes off than if the tax stays on by about >4 
million. 

Mr. Enernarrer. In other words, the Treasury takes the position 
that 1f they - afford the complete remission of this tax, the y will go 
along with it, but they are not convinced as yet / 

Mr. C OYNE. They have taken no position. 

Mr. Evernarter. They have taken the position that they will not 
ipprove it at this time / 

Mr. Coyne. They have taken no position on this tax in our dealings 
with them at all. They have indicated a great willingness to be help 
ful in studying and analyzing the problem and getting it down to the 
primary issue of how much tax displacement is involved. 

Mr. EBERHARTER. So they have given vou ho indication of what 
their position would be in the future ¢ 

Mr. Coyne. They have not. 

Mr. Eserniarrer. And everything is based on what their conclusion 
\ ill hes as to the loss to the Treasury / 

Mr. Coyne. That is my assumption. The Secretary has been very 
helpful and very sympathetic and as we left it with him. he said, “Let 
is determine how much money we are talking about.” He made no 
commitments as to policy or intended action. 

Mr. Enernarrer. That is fine; that is just what I wanted to know. 
Thank you very much. 

Now 1n answer toa question by Mr. Simpson of every ania, you 
sald that vou felt this tax unfairly discriminated against the moving- 
picture in ciaain Insofar as the amusement field was concerned, did you 
not ¢ It was really a discrimination against the mMoving-pieture 
Industry 4 

Mr. Coyne. Exactly. 

Mr. Eseruarrer. Well now, in the field of amusements there is 
taxation aside from the moving picture taxation. Take the case of 
amusement parks where when vou go into a park most of the conces- 
sions where the children by and large spend their money, they suffer 
the same tax of 20 percent 7 

Mr. Coyne. Qualitatively it is the same type of tax. I do not have, 
Mr. Eberharter, the poverty stories of those industries. if it be a pov- 
erty story. We have confined our story to the moving-picture industry 
because we have been in a position to ani ilyze that problem. Quali- 
tatively it isa discriminatory tax. 

Mr. Esernarter. If it is a discrimination against the moving-pic- 
ture operators and moving-picture distributors, it would also be in the 
case of the amusement parks where a child goes to a picnic and spends 
2) cents for admission to something and then has 20-percent tax added 
on to that? 
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Mr. Coyne. In that sense, Mr. Eberharter, it would be discrimina- 
tory. Our position is that there are two evils to this type of tax for us. 
First it is discriminatory in character and second the factor that the 
industry has progressed to where it cannot afford it. If it were dis- 
criminatory as it was in 1945, and if the industry could afford it, we 
would not be heard to complain at the present time as we were not 
heard to complain when the Korean war 8 years ago made it manda- 
tory that you abandon any relief in connection with this tax. 

Mr. Esernarter. Of course, I understand you are here represent- 
ing the moving-picture industry and are not representing the amuse- 
ment industry ¢ 

Mr. Coyne. Nor am I reflecting on them. 

Mr. Exsernarrer. That is all. 

Mr. Curtis of Nebraska. Mr. Chairman ? 

The CHarman. Mr. Curtis may inquire, 

Mr. Curris of Nebraska. How many theaters does your group 
operate ¢ 

Mr. McGee. Today 16 theaters; 3 years ago, 21. 

Mr. Curtis of Nebraska. Those are located in Colorado, Oklahoma, 
and Nebraska, are they not ? 

Mr. McGee. Yes, sir. 

Mr. Curtis of Nebraska. For the most part, do you own your own 
buildings ? 

Mr. McGrr. About 70 percent. 

Mr. Curtis of Nebraska. Are your operations confined to the largest 
cities ? 

Mr. McGer. To put it briefly, we operate in only 6 towns, Oklahoma 
City; Lincoln, Nebr.; Colorado Springs; Pueblo; Greely; and Grand 
Junction. The latter two are about 18,000 to 20,000 population. 

Mr. Curtis of Nebraska. Do you think your experience is typical 
of the theaters in that territory / 

Mr. McGrr. Being very close to it, I have had a chance to check 
that, and I find it to be almost identical. 

Mr. Curris of Nebraska. How many of those towns in which you 
operate theaters are directly affected by TV to any great extent now ? 

Mr. McGer. At the present moment 5 of the 6, Lincoln, Nebr. ; Okla- 
homa City; Pueblo; Colorado Springs; and Greely. Surprisingly 
enough, Grand Junction, which is alone on the western slope of the 
mountains, has shown the smallest decline. 

Mr. Curtis of Nebraska. Perhaps one factor that is not present 
now but could happen, a general depression of economic conditions, 
or more particularly a failure of agricultural income, would readily 
be noticeable on your theaters, would it not? 

Mr. McGer. It is right now in Lincoln. In Lincoln, Nebr., where 
we have had television for 2 years, the month of January, February, 
and March are about 11 percent under a year ago because I believe 
you will recognize the fact that the agricultural sections of Nebraska 
are not as prosperous as they were. 

Mr. Curtis of Nebraska. Now I would like to ask Mr. Sindlinger a 
question or two. 

This morning, and over a period of days and weeks since this hear- 
ing was announced, some of us on the committee, perhaps all of us, 
have been besieged with telegrams and other communications from 
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other indust ries suffering under high excise taxes and by “high” I mean 

20 and 25 percent. Do you have anything that distinguishes this in- 
dustry oe the others? These people are objecting to a hearing 
devoted solely to the motion-picture theater industry. 

Mr. Sinpiincer. Yes, Mr. Curtis. The motion-picture industry is 
rather unique from these other industries that I think you are referring 
to in that the production of films and the cost of production is geared to 
the film-rental theaters. The situation is so mad in the motion-picture 
industry that if $40 or $50 million were lost through the closing of 
some more theaters, production would be at the point where I think 
the Treasury Department might be carrying over carryover losses, 
possibly for 5 years, 

I have examined other industries, and I do not know of a situation 
where the theater end is so controlled or controls the production 
end. The figures show that the industry is really tn dssuster. 

Mr. Cucits or ..ebraska. 1 notice 1 vour statement a reference to 
income from concessions, what do you mean by that ¢ 

Mr. Stnpuincer. In 1946 there were very few theaters that sold 
popeorn and candy, and the total gross of all the theaters was about 
$46 million. Today it runs at the rate of about $200 million. If the 
United States theaters had not started selling popcorn and candy, 
they would have been out of business 214 years ago. 

1 just got 2 very interesting letter Saturday morning from a theater 
operator, and he said he guessed he was going to have to put in pop 
corn and candy because he now has lost so much on admissions. These 
facts will show when you read this analysis that the industry has been 
operating basically on its profits from these concessions for the last 
2 years. 

Mr. Curtis of Nebraska. Is that the only activity that you have that 
is not directly affected by the admission tax? 

Mr. Stnpiincer. I would say so, except that in 1946 the average 
person who went into the theater spent about 4 cents out of a dollar 
to concessions. They are now spending about 20 cents out of a dollar, 
and in the last 2 years the leveling-off point has been reached, and I 
think they are selling about as much in the concessions as they are 
going to sell. 

Mr. Curtis of Nebraska. What has caused that ? 

Mr. Stnpuncer. It is a desperation concentration on something to 
keep alive. More theaters put it in, of course. 

Mr. Curtis of Nebraska. To keep alive? Keep the patrons or the 
theater alive? 

Mr. Stnpiincer. Keep the theaters alive. 

Mr. Curtis of Nebraska. Well now, on the retail level, and that is 
what a theater is? 

Mr. Stnpuincer. Right. 

Mr. Curris of Nebraska. There are some industries where some 
segments of the retail industry, part of their products are heavily 
taxed with a tax of 20 or 25 percent, something like that, but some of 
those have other activities that do not bear such a tax. How ever, are 
there not some that are situated like the theaters where their entire 
operation is subject—— 

Mr. Sinpiincer. There may be. I have concentrated for the last 6 
months on this problem. There may be other industries; I do not 
know. 
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Mr. Curtis of Nebraska. Did you want to say something, Mr. 
McGee / 

Mr. McGrr. You picked up the point that I wanted to make there, 
and that is that we are talking about a retailer who has his major 
commodity taxed at the rate of 20 percent, which few others do have. 
In connection with your last question, we were startled at the figures 
developed by Mr. Sindlinger. We knew that something was wrong, 
but we did not know exactly to what extent it was wrong. 

Now in 1949 the gross receipts of the theaters of the Nation exactly 


equaled their operating costs, and the concession money was the 
profit, but since that time the concession mone 5 hi is bee nn gong down 
unt l. as he said a mol ent ago, another ye ar or so will see every theater 


in the red despl te all their efforts to deve lop other sources of revenue. 

Mr. Curris of Nebraska. Well, I certainly am not hostile to what 
yvouutter, I think that considerable portions of our excise-tax picture 
are just indefensible. There are other retailers where their entire 
business Op ition is sul a I can think of the furriers, who are 
not general store people, and there are perhaps a number of others. 
and also from the manufacturer’s standpoint, the fact that here all 
through these years the Federal Government lays its hand on one 
manufacturer for a high excise tax, and this one operator across the 
street does not have it. 

That is not conducive of 1 good economy in this country, and I do 
not think the Government, I do not think this new Government, can 
defend such a thing for very long. 

Mr. McGer. Mr. Curtis, may I add something there? The fact 
remains that, as you say, the furrier has a tax, and he may be in trouble, 
ve do not know that. We do ae that we are in trouble, and we are 
only here asking for consideration for ourselves because that is the 
only industry on which we can give you an honest and accurate pic- 
ture, which we have tried desperately to do, 

But there is one further thing peculiar to the motion-picture indus 
try. In addition to all other things, we are selling time. Now, if we 
have a storm, a blizzard, or something of that nature, that operates to 
cut off receipts from our theaters. If we do not sell a ticket today, 
while we can sell the tickets tomorrow, the picture has gone, but we 
have paid for that picture, and it is a dead loss to us. 

The furrier keeps his furs on the shelves. He may sell them at a 
loss, but he gets something back, and we do not. 

The Cuairman. Mr. Forand? 

Mr. Foranp. Mr. Chairman, I want to congratulate this group for 
the fine presentation that they have made of their case this morning, 
realizing, of course, that they are " ‘aking for the motion-picture 
industry and not for others affected | Vv excise taxes, all of whom, of 
course, deserve consideration. 

But there is one point that is not quite clear in my mind as yet. 
I may have missed it while I was on the telephone a few minutes ago. 
I wish one of you gentlemen would make clear for me just what would 
be done if this excise tax of 20 percent should be eliminated. Is it 
the intention of the industry to use that 20 percent to increase profits 
so that they can operate profitably, or is it the intention of giving the 
benefit of that reduction to the consumer so as to bri ing in more people 
and thus increase your business? I am not clear on that. and I wish 
you would make it clear for me. 
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Mr. McGee. That is a good point. The Treasury made a study 
some time ago as to the effect of reduction in admission prices and 
raising attendance at the theater. That does not happen to any great 
degree, not enough, anyway, to allow us to give back the entire 20 
percent. 

Now, we make no statement here that all of us, 100 percent, will 
keep the amount of money saved. We say that the distributor in 
his own community must determine what other factors operate to 
restrict his attendance, and he must gage himself in accordance. 
Maybe one man will give it all back, and maybe his neighbor, the 
man across the street, will try to give back 10 percent, and perhaps 
some who are in a desperate state will retain it all and still struggle. 

Speaking for myself, we have some theaters where there will be 
price adjustment downward, but we cannot go up. I made this point 
a while ago, and probably you were out of the room. Each man finds 
a mystical point in his community where the public pays all the traffic 
will bear. When he goes beyond that, his attendance declines to the 
ars where his gross receipts often are less. 

s I say, 40 cents might be all right in Greeley, Colo., and 60 cents 
all ‘Hee in oe ror Ie" City. It is all a matter of trial and error. 
Any prudent | yusinessman strives to make a profit, and he raises his 
price in accordance with the labor and raw materials cost. He raises 
that until he breaks even or makes a profit so he can declare dividends 
and keep abreast. 

Our theaters are not as modern as they should be. Three-dimension 
and Cinemas ope have been mentioned here in this room. I have per 


sonally made a survey of our own houses. | have theaters where if I 
install some of this new equipment, especially wide sereen, where the 
costs run into thon sands of dollars they are not wide enough, and 
to stay In business T will have to make that investment. I eannot do 


it: I cannot Lo TO the banks for loans until T have a chance to give 
them an optimist ic statement, and mavbe that type of optimistic state 
ment was the thine that Mr. William Brandt was doing when he was 
quoted from the New York Times. Maybe he was after a bank loan. 

I do not know what Mr. Brandt was after, but we all have certain 
suspicions. 

Mr. Kran. Mavbe he was Cry Ine to sell his theaters. 

Mr. McGer. I havea couple I would like to sell. 

Mr. Foranp. Thank you very much, sir. I think you have cleared 
up the point that was a little foggy, and I want to congratulate you 
for not trying to kid us or kid the customers; that this is not based 
upon the argument that the customers are going to get the full benefit 
of this thing, but it is something needed to prop up your business. 
Thank you very much. 

The Charman. Mr. Sadlak will inquire. 

Mr. Sapitak. Mr. Chairman, the testimony of the witnesses sup 
plementing this unique motion picture presented to us has been tre- 
mendously interesting. Iam frank to state that I did not quite recog- 
nize that portion of the movie that was directed at me depicting a 
Connecticut scene. I presume that the sponsors of this movie had 
some difficulty in selecting a proper spot because of the diversification 
of our industry in Connecticut. 

However, the movie had noted that the number of theaters closing 
in Connecticut was 31, I believe this figure was the smallest number 
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conveniently to their home, and I think that would quite reasonably 
spell out a distress situation with respect to this particular industry, 
and it is not unusual, Mr. Chairman, for this committee to take cog- 
nizance of an industry when it convinces this committee that it 1s 
distressed, and it has only been a year or less since this committee 
voted a material reduction upon an industry largely situated in my 
State, and I might say that it has had a stimulating effect that is 
already now reflected in its record. 

That is all. 

The CuHairman. I wish to adjourn now. The House meets at 12. 
How long would you be, Mr. Boggs ¢ 

Mr. Boaes. Thirty seconds. 

The CrarrMan. Go right ahead. 

Mr. Boaas. Mr. Chairman, I would like to eall to the attention of 
the committee the statement made by the Senate Committee on Small 
Business on this same subject. I do not know whether the brief before 
us refers tothat study. The study is quite comprehensive, and it bears 
out in almost complete detail the figures that these gentlemen have 
given us this morning relative to the acute distress in the industry. 

The CHatmrman. Thank you. 

Mr. Knox or Mr. Utt? 

Mr. Knox. I reserve. 

The CuHatrMan. Mr. Utt? 

Mr. Urr. No questions. 

The CHatmrMan. You have no questions, Mr. Utt? 

Mr. Cooper. Mr. Chairman, before we adjourn, I ask unanimous 
consent to include in the record a letter from the Honorable John W. 
McCormack. 

Phe CHamman. Without objection, so ordered. 

(‘The letter referred to follows :) 

House OF REPRESENTATIVES, 
OFFICE OF THE DEMOCRATIC WHIP, 
Washington, D. C., April 10, 1953. 
Hon. JERE COOPER, 
House Office Building, Washington, D. C. 

Dear Jere: I understand that our friend Noah Mason has introduced H. R. 157 
to eliminate the tax on theater tickets, that this bill is likely to receive a hearing 
n the near future, in any event, at sometime in the future. I am very much 
interested in this legislation and strongly support it. When the hearings are held, 
I will appreciate it very much if you will record me in favor of the bill. 

Looking forward to seeing you when I get back to Washington, and with kind 
regards, IT am 

Sincerely yours, 
JOHN. 

Mr. Coorrer. Also a letter from the Honorable Thomas P. O'Neill, 
Jr. 

The CuarrmMan. Without objection, so ordered. 

(The letter referred to follows:) 


UnitTep SrateEs House or REPRESENTATIVES, 
Washington, D. C., April 14, 1958. 
Hon. JERE Cooper, 
House Committee on Ways and Means, Washington, D. C. 

Dcar COLLEAGUE: This communication is in reference to H. R. 157 which was 
presented by Congressman Mason and which is to have a hearing before the 
House Ways and Means Committee on April 20. 

I am most interested in this legislation and anxious to secure prompt and 
favorable action. Inasmuch as I am not a member of the committee, the matter 
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will not come before me for a vote unless it is reported out of House Ways and 
Means 
As the ranking Democratic member, I shall certainly appreciate your best 
efforts to see that this measure is favorably reported. 
Thank you for your courtesy 
Sincerely, 
THOMAS P. O'NEILL, Jr., Jlember of Congress. 
The Cuatrman. The committee stands adjourned until 2 o’clock. 
(Whereupon, at 11:55 a. m., the committee recessed to reconvene 
t2 p.m. of the same day.) 


AFTERNOON SESSION 


The Cuarmman. The committee will come to order, please. 


STATEMENTS OF ROBERT W. COYNE, COUNSEL, NEW YORK CITY; 
PAT McGEE, DENVER, COLO.; H. A. COLE, DALLAS, TEX.; AND 
ALBERT E. SINDLINGER, RIDLEY PARK, PA., APPEARING ON 
BEHALF OF THE COUNCIL OF MOTION PICTURE ORGANIZA- 
TIONS—Resumed 


The Cuatrmman. I believe that we had concluded, at least the ones 
that wanted to ask questions are not here, so I think that concludes 
your testimony, and we thank you very much for your appearance 

d the information which you have viven to the committee, 

Mr. Coyne. Thank you, Mr. ¢ hairman and ventlemen. 

The Cramman. Now we will call Mr. Hamilton of the American 
Municipal Association. 


STATEMENT OF RANDY HASKELL HAMILTON, DIRECTOR OF THE 
WASHINGTON OFFICE, AMERICAN MUNICIPAL ASSOCIATION, 
WASHINGTON, D. C. 


The CuatrMan. Proceed, Mr. Hamilton. 

Mr. Haminton. Mr. Chairman, I am Randy Haskell Hamilton, 
Washington director for the American Municipal Association. I 
have submitted, if there is no objection, sir, a written statement to 
the clerk along with a copy of the resolution of this association, 

The Cuairman. Yes, sir. 

Mr. Haminron. I will spare you the trouble of having to listen to 
that. 

Phe American Municipal Association appears this afternoon, Mr. 
Chairman and gentlemen of the committee, in sup port of the pro- 
posal H. R. 157 to remove the Federal admissions taxes on movie 
houses. It has been the experience of municipal officials across the 
country, Mr. Chairman, that substantially what was presented this 
morning is true in city after city. The matter was discussed at the 
1949 convention of the American Municipal Association, and city offi- 
cial after city official arose to his feet in support of the thesis that 
when a local neighborhood movie house closes, the surrounding busi- 
nesses, principally those which supply food and beverages, show a sub- 
stantial decrease. 

In the city of New York a survey revealed that when 92 neighbor- 
hood movie houses closed, in those nearby retail areas a 20- to 30- 


ne emer 
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percent volume drop in retail sales was noticed. This, of course, 
affects directly the tax resources of the municipal government, and for 
that reason, Mr. Chairman, as well as those which are contained in 
my written statement, the American Municipal Association supports 
and hopes that this Congress will see fit to repeal the 20-percent ad- 
missions tax. 

(The statement referred to follows:) 


RESOLUTION OF THE AMERICAN MUNICIPAL ASSOCIATION 
FEDERAL ADMISSIONS TAXES 


Resolved, That the 1949 Conference of the American Municipal Association 
reaffirms its position relative to the abandonment by the Federal Government of 
lederal admissions taxes as stated in its 1948 policy and resolution, as follows: 

“Whereas it is increasingly recommended by tax authorities and study com- 
missions that the Federal Government should reduce or eliminate those taxes 
which can be administeded best by State and local governments; and 

“Whereas, congressional committees, the Council of State Governments, and 
many State leagues of municipalities have suggested that admissions and amuse 
ment taxes, among others, should be specially considered for release for State and 
local government use; and 

“Whereas admissions and amusement taxes are peculiarly suited to municipal 
administration and justified as a municipal resource ; 

“Resolved, That the American Municipal Association recommend to Congress 
the elimination of the Federal excise taxes on admissions and amusements, and 
call upon State legislatures to make admission tax authority available to their 





municipalities.” 
Presented at House Ways and Means Committee hearing 


WRITTEN STATEMENT BY RANDY HASKELL HAMILTON, DIRECTOR OF THI 
WASHINGTON OFFIC! 


( eressman Reed, gentlemen of the committee, [ have submitted the written 
Bolicy resolution adopted by the American Municipal Congress of the American 
Municipal Association, which is an organization representing nearly 12,000 
Cilte in 42 Stutes, on the subject of the Federal admissions tax. 

I am also submitting a reprint of an article from the February issue of the 
American Municipal News, regarding the effect of the closing of movie houses on 
adjacent property values, 

The resolution clearly points out that it is the considered and deliberated 
opinion of the municipal officials in America that the Federal tax on admissions 
on all places of amusement should be repealed on the theory that such a tax is a 
good source of local revenue, meeting all the philosophical requirements of a good 
if al 1 I 

While we are in favor of the present bills which would remove this tax on 
movie houses, alone, it should be pointed out to the members of this committee 
that if it is wise policy to remove the tax on a movie house then it is equally 
Wise to remove it from a house wherein legitimate theatrical performances or 
live stage shows are presented. There seems to be no valid basis or reason for 
singling out movie houses as a place of amusement from which to remove the 
tax, is opposed to other places of amusement. We would urge the committee to 
consider broadening the personal proposal in line with the many bills which 
have been introduced in the House of Representatives to remove the Federal 
idimissions tax on all places of amusement. , 


REPRINT OF AN ARTICLE From Fesruary 1953 AMERICAN Municrpat News 
MOVIES CLOSI BUSINESS FAILS 
The closing of neighborhood movies has a depressing effect on closeby retailers, 


service establishments, and real estate values according to the Wall Street Jour- 
nal. A survey of the areas surrounding 92 New York City movies which closed 
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in the last 5 years shows that sales volume in nearby stores fell from 20 percent 
to 60 percent. Restaurants and ice cream parlors were hardest hit. Not in the 
WSJ story but also true is the fact that the theaters frequently build up patterns 
of traffic and of land use as well. Small towns, too, are affected by the location 
of drive-in movies which tend to take persons from the smaller communities to 
the surrounding rural areas. For these drive-in movies special policing is re- 
quired at public expense because traffic hazards are created due to the location 
of these movies on important highways. 

Also to be considered is the effect of newly built shopping centers and super- 
markets. One large shopping center can change the traffic pattern, the land use 
pattern, and concurrently bring decline in the residential values located within 
the sphere of influence of the shopping center. Likewise, opening of one very 
large shopping center can bring decline to other small neighborhood Shopping 
areas. Planning and zoning boards have an important function in protecting 
the homes and businesses of the cities from unwarranted decline. 

The Cuatrman. Thank you very much for your appearance and for 
the contribution you have made. 

Are there any questions ? 

Mr. Coorrer. Mr. Chairman. 

The Cuarrman. Mr. Cooper. 

Mr. Coorrr. I would like to ask a question very briefly for in 
formation. 

Were vou present when I called the attention of the witnesses this 
morning to your statement as it had been distributed to members of 
the committee here ? 

Mr. Haminron. Yes, Mr. Cooper, I was here. 

Mr. Coorer. And you heard the paragraph that I read to those wit- 
nesses at that time ? 

Mr. Haminron. I did, sir. 

Mr. Coorrer. It appears, I believe, at paragraph three of your writ 
ten statement here and states: 

The resolution clearly points out that it is the considered and deliberated 
opinion of the municipal officials in America that the Federal tax on admissions 
on all places of amusement should be repealed on the theory that such a tax is a 
good source of local revenue, meeting all the philosophical requirements of a 
l tax ; 

Now, is it your thought then that the municipalities and other taxing 
units will increase their taxes on motion picture theaters ? 

Mr. Hamiron. If I may take a moment or two to answer your 
question, sir, I will answer it in a broader sense. 

Mr. Coorrr. I would rather that you answer me specifically, sir. 

Mr. Hamivron. IT cannot speak for the municipal officials, but I can 
say this, that no State at this time has a tax which is in excess of 10 
percent on admissions, and we consider this to be an excellent source 
of local revenue, and T am quite certain that municipalities will at- 
tempt to impose an admissions tax, but I am equally certain, Mr. 
Cooper, that in no instance will it be over 5 percent. 

Mr. Coorrer. Well, you say some of them have 10 percent ¢ 

Mr. Hamitron. Some States, sir. Two States have a 10-percent 
tax, and no cities have over a 5 percent tax. 

Mr. Coorrr. I am entirely sympathetic with the situation presented 
by these gentlemen this morning, and I want to be helpful in any way 
I can, but if the repeal of this Federal tax is simply going to result in 
the same tax being levied at the local level, how is it going to help the 
moving picture people any ? 

Mr. Hamiron. I think, sir, it will not be the same tax, it will be at 
least 80 percent less of a tax; that is, 5 percent as opposed to 20 percent. 
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In addition to which I think this entire matter must be considered, 
Mr. Cooper, against the broad background of the proposed Federal- 
State Relations Commission which President Eisenhower has re- 
quested the Congress to set up, and there are now bills introduced by 
the distinguished majority leader in the Senate and the esteemed 
majority leader in the House, Mr. Halleck. 

I am reading from a letter written into the record of a conference 
of White House officials March 31 of this year by the President. In 
discussing the subject of the local situation with regard to taxes, the 
President says that the matter of adequacy of fiscal resources avail- 
able to the various levels of Government to discharge their proper 
functions must be carefully explored. 

If we are to have this congressional commission set up returning to 
local Government some of the functions and powers which shoul d be 
returned to those levels of Government, it is equally true that a fiscal 
resource must be made available to local Government to meet those 
services and functional requirements. 

Mr. Ccorer. Well, that is very commendable, but that is nothing new. 
We have had repeated studies on the question of overlapping taxes 
between the Federal and State and local governments. I recall some 
20 years ago a subcommittee of this committee headed by the now 
Chief Justice of the United States, the Hon. Fred Vinson, made 
rather exhaustive study of that subject and filed a rather compre 
hensive report. So that question has been with us all through the 
years. 

I just want to invite your attention now to your resolution that you 
present here with your statement. The first paragraph reads: 

Resolved, That the 1949 conference of the American Municipal Association 
reafiirm its position relative to the abandonment by the Federal Government of 
Federal admissions taxes as stated in its 1948 policy and resolution, as follows: 

Then it quotes your resolution and leaving out the whereas’s, it 
states: 

Resolved, That the American Municipal Association recommend to Conzress 
the elimination of the Federal excise taxes on admissions and amusements, and 
call upon State Legislatures to make admission tax authority available to their 
municipalities. 

Well now, why does your assoc): iation want the State legis: atures to 
make this authority available to your municipalities if the munic 
palities do not expect to use it and levy a local tax? 

Mr. Hamitton. I think I indicated that they expect to use it up to, 
say, the amount of 5 percent, Mr. Cooper. 

Mr. Cooper. I know, pardon me, but that is not within your prov- 
ince ? 

Mr. Hamitron. No, sit 

Mr. Coorer. As to fixing the amount. The local governing authori- 
ties will determine the amount? 

Mr. Hamitron. Quoting from the historical precedent, Mr. Cooper, 
I indicated that a study by the tax administrators, Federation of Tax 
Administrators in January 1950 concerning the subject of municipal 
taxation of amusements indicated that no city in the country today 
taxes over 5 percent. Basing my answer on that historical precedent, 
I said we see nothing in the horizon to indicate that that precedent 
would be destroyed. 
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Mr. Cooper. Your association wants the Federal Government to 
get out of this field / 

Mr. Hamivron. That is right, sir. 

Mr. Coorer. So you can use it for local tax purposes ¢ 

Mr. Hamivron. That is right. 

Mr. Cooper. All right. Thank you. 

The Cramman, Are there any other questions / 

Mr. Enernarrer. Mr. Chairman? 

The CHatrman. Mr. Eberharter. 

Mr. Esernartrrr. From your statement here, you say there seems to 
be no valid reason for singling out movie houses as a p lace of amuse- 
ment from which to remove the tax as opposed to other places of 
amusement. I take it from that that you would also favor removal of 
excise taxes on admissions in amusement parks to these various con- 
CeSSIONS ¢ 

Mr. Haminron. We would indeed, sir. We would urge the commit- 
tee to consider the broadening ot the present proposal in line with the 
Mian) ills that have been introduced in the House ot Representatives 
to remove the Federal admissi on s tax on all Pp laces of amusement. 

Mr. Eneruarrer, So if you ve a tax on an amusement park in the 
city limits so that the city ak | use that revenue, they could do so if 
they so desir d? 


Mr. Hamitron, As you know, if you go toa baseball game or a prize- 
ight, it is the city that is called upon to provide the services. In the 
“ged of the police service, the fire service, and the traffic-control serv- 
ice and othefts, we contend that in order to provide those services for 
pl aces ol adi niss on as Wwe l] as prov iding the streets and the highways 


by which to get to the place, the city should be allowed to receive 
from that place of admission a tax which would help to pay for the 


Mr. Esernarrer. You are familiar with the action of the Congress 
removing the tax on admissions to symphony orchestras ? 


Mr. Hamivron. Yes, sir. 

Mr. Esernartrer. You approve of that measure? 

Mr. Hamicton. We supported that 2 years ago. 

Mr. EBERHARTER. You do not know of any city that in turn IM poser 
a tax on admissions to svinp yhony orchestra performances? 


Mr. HaMILtTon. Not that I know of. 
Mr. Eperrarrer. Tl wank you very mucl 
Phe CHAIRM Are there anj further questic ns ¢ 

We thank you again, sir, for your testimony. 

Mr. Haminvon. Thank you, gentlemen. 

The Cuatmman. The committee will hear from Members of Con- 
eress Who have indicated an interest in appearing before this commit- 
tee. While the members who will testify are known to the committee 
l iembers, it will be appreciated if they will properly identify them- 
elves for the record at the time of their appearance. 

Without objection, I will authorize the clerk to receive statements 
from Members of the Congress who are unable to appear this after- 
noon, and those may be inserted in the record. Also, without objec- 
tion, additional material may be submitted for the record by members 
of the committee and by the witnesses appear ing tod: ay. 

The first Member of the Congress that I shall call upon is the Hon- 
orable Thomas G. Abernethy of Mississippi. 
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oO: 


STATEMENT OF HON. THOMAS G. ABERNETHY, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF MISSISSIPPI 


Mr. Anerneriry. Mr. Chairman and members of the committee, I 
do not have a prepared statement. 

The Cuamman. Mr. Abernethy, for the record will you please state 
the district that you represent / 

Mr. Anerneruy. I represent the Fourth District of Mississippi, 
Mr. Chairman. 

I want to thank the members of the committee for affording me and 
the other Members of the House an opportunity to state our position 
on this legislation. I come from what 1s more or less a rural district, 
and therefore my testimony would be directed to this legislation as it 
affects the smalltown theater. 

Mr. Chairman and members of the committee, my interest in this 

legislation is not necessarily current: it goes back to 1947 when the 
smalltown theater operators of my district met with me and brought 
to my attention in a very specific and detailed fashion the effect that 
the Federal tax was having upon their operations. 

I have had each of these oe submit to me detailed statements 
of their income and outgo, and in January of 1948 when I returned to 
Washington I presented a typical case to each member of this com 

mittee, the case bei ‘ing presented ina letter to you on January 15, 1948. 
1 would like to read from that letter if I may. 


The situation can best be illustrated by the returns for an average month 


This particular month, incidentally, Mr. Chairman, was April 
1947— 
of a theater in a town in my district having a population of about 1,800 people. 
It and other smalltown theaters operate on weekdays only, The admissions 
charged are 32 cents for adults and 20 cents for children. The following table 
is a breakdown of the average daily receipts: The average daily receipts for this 
theater during the month of April were $59.56 per cay. Of that $3.51 went to 
State tax, $10.70 to Federal tax, $29.29 went to film rental, leaving a balance of 
$16.06. From the balance of $16.06, this operator pays express on film, advestis 
ing, insurance, power, heat, ad valorem and privilege taxes, maintenance, repairs, 
contributions to church and charity, and, as one so aptly put it, endeavors to 
support his wife and children out of what is left. 

Now, Mr. Chairman, since that matter was submitted to this com- 
mittee which reveals a State tax in my State, my State has seen the 
Spec of these theaters and has repealed all of the State excise tax 
evied by the State against theaters with the exception of 2 percent, 
which is the equivalent of a sales tax that is imposed on all businesses 
in the State of Mississippi. 

The smalltown theater is important in the life of every community. 
Ordinarily the owner is a permanent citizen with a genuine interest in 
community development. Occasionally he runs a special, as we call it, 
with all receipts going to some local cause such as the Boy Scouts or 
the school library or to a civic improvement. He makes his theater 
available for many public functions, and I particularly have one in 
mind, one which was made available for more than a year to 
denominational group which lost its church through disaster. 

I also have a letter from a constituent in my county which operates 
in a little town of 2,200 people. Attached to this letter is a statement 
which indicates that he had a net income, including, however, the 


a 
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eXcise-Ttax money, S625]. After he had paid the excise tax from this 
amount he had left $2,796.74 with which he was required to support 
himself and his family, and I should say from my knowledge of him 
that he has been a rea onably successful smalltown movie operator. 

But the tax has reduced his income to where he is hardly more than 
breakin gy even. Were it not for his popcorn and candy concession 
operators In the front of his theat ce he certainly Wo ild not be oper- 
ating a business that could be classed as a successful business. 

Now this final statement and Iam through. I regard this tax asa 
tax upon the poor man or on the average man because this is the only 
form of entertainment which he enjoys. It is not a tax upon the 
theater operator, but it is a tax upon the individual who attends these 
little shows and who in reality cannot afford to pay it. 

On the other hand, if the tax was removed I am sure that it would 
increase the income of those who operate the theaters, and I am satisfied 
in my mind from what has been brought to my attention heretofore 
that it would increase the amount of income to the Operators and 
therefore the income tax to the Federal Government. 

The Cratirman. Are there any questions / 

Mr. Miuus. Mr. Chairman, I just wanted to make an observation. 

The Cnuamman. Mr. Mills will inquire. 

Mr. Minis. I remember the letter to which he refers, and if he has 
not obtained permission to include it in the record as part of his 
remarks, I suggest that he do so because it was certainly evidence of 
his foresight on his part. 

Mr. Anernerity. I do not have a complete copy, but I will get it this 
afternoon and leave it for the record. 

The CuatrMan. Without objection, it will be included. 

We thank you very much, Mr. Abernethy, for your appearance here. 

(The letter referred to is as follows:) 

CONGRESS OF THE UNITED STATES, 
HOUSE OF REPRESENTATIVES, 
Washington, D.C... January 15, 1948. 
Hon. HAarotp KNUTSON, 
Chairman, Waus and Means Committee, 
House of Representatives 

Dear Mr. KNurson: Your committee will soon consider income-tax reduction. 
May I suggest that consideration also be given to a reduction of certain excise 
and amusement taxes which seriously menace small business I direct your par- 
ticular attention to the 20 percent amusement tax as it affects the small-town 
theater 

The situation can best be illustrated by the receipts for an average month 
(April 1947) of a theater in a town in my district having a population of about 
1.800. It and other small-town theaters operate on weekdays only. The admis 
sions charged are 32 cents for adults (20 cents for baleony) and 10 cents for 
children, The following table is a breakdown of the average daily receipts : 


Average daily receipts ‘ $59. 56 
State tax : 38.51 
Federal tax aa 10. 70 
Average film rental ¥ etd : BitehGeccnal ce 
Balance after tax and rental : 16. 06 


From the balance of $16.06 he pays express on film, advertising, insurance, 
power, heat, ad valorem and privileges taxes, maintenance, repairs, contributions 
to church and charity, and, as one so aptly put it, endeavors to support his wife 
and children out of what is left. This is definite proof that small-town theater 
operators are taking a terrible beating in the postwar period under amusement- 
tax rates imposed during the war with a promise that they would be removed 
within 6 months thereafter. The rate constitutes a burden which he must 
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either absorb or add to the admission price. Patronages of small-town theaters 
is largely confined to the middel- and low-income groups. The upper groups look 
elsewhere for amusement. When the small-town movie ups its admission beyond 
25 cents attendance postively drops off. Some are absorbing the 20 percent tax ; 
others have raised their admission to as high as 32 cents, as in the case above, in 
an effort to pass the tax on to the patrons. In the latter instance attendance 
dropped off; in the former receipts remained about the same but the net is less 
because the owner is absorbing the tax. In either event they show a net loss 
And since the war receipts of both are down 

The small-town theater is important in the life of the community. Ordinarily 
the owner is a permanent citizen with a genuine interest in Community develop 
ment. Occasionally he runs a “special” with all receipts going to Buy Scouts, 
or toa school library, or to a civic improvement. He makes his theater available 
for many public functions. I particularly have in mind one which was made 
available for more than a year to a denominational group which lost its church 
through disaster. But no small business can prosper and contribute to the de- 
velopment of a community so long as the Federal Government extracts 20 percent 
of its gross receipts as it does from these operators. 


I earnestly urce that you and your colleagues on the Ways and Means Com 
luittee consider relieving the small-town theater operator of at least a portion of 
the Federal tax As to him the present rate is definitely unreasonable and con 


fiscatory 
Sincerely 
THOs. G. ABERNETHY, M. C 
The CHarrman. The next appearance will be that of the Hon. E. 
Ross Adair, of Indiana. 


STATEMENT OF HON. E. ROSS ADAIR, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF INDIANA 


Mr. Aparr. I am Ross Adair, of the Fourth District of Indiana, 
and I am here in support of H. R. 157, which T believe to be sound 
and proper legislation. 

I appreciate the opportunity of appearing before your committee 
to express my support of H. R. ¥ 7, the measure to remove the admis 
sion tax on motion-piccure the rs 

As further testimony is prese sab to your committee, I am confident 
it will reveal overwhelming support for approval of this bill. Both 
the public and the theaters are demanding that this admission tax be 
removed, It was a tax adopted during wartime to provide needed 
funds for the successful conduct of World War IT which was tapping 
ut every source of our material strength at the time the tax was 
imposed. 

Now, in good faith, the tax should be removed. However, there are 
many other reasons for removing the tax. Its removal is requested by 
the theater owners in my district and State because of sound economic 
reasons. These theater owners are facing critical operational prob- 
lems and the removal of the admission tax would provide relief and 
prove a needed stimulant to their business. The public also should no 
longer be penalized by being forced to shculder this additional tax 
burden. 

Since both the public and an important segment of our business 
economy are asking for the removal of this emergency tax, I believe 
that it is fitting and proper, and in the best interests of the Govern- 
inent and the people generally to have this tax removed. Your serious 
consideration and expeditious approval of H. R. 157, so that the 
Members of the House can express their sentiments in regard to this 
hill are most important. I trust that the bill will be promptly acted 
upon by the Ways and Means Committee. 
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The Cuaimman. We thank you for your appearance, Mr. Adair. 
Next we have the Honorable Wayne N. Aspinall, of Colorado. 


STATEMENT OF HON. WAYNE N. ASPINALL, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF COLORADO 


Mr. Asprnane. My name is Wayne N. Aspinall, Congressman from 
Colorado’s Fourth District. 

Mr. Chairman, I wish to call to the attention of this committee, as it 
las under consideration H. R. 157, the serious situation facing the 
theater owners and operators in my congressional district. Colorado's 
Fourth District which I have the honor to represent has many small 
cities serving surrounding agricultural land. These cities tend to be 
widely spaced and relatively isolated due to the broken topography 
of high mountains and narrow valleys. 

It might also be noted that these small cities cannot provide a mar- 
ket for great forms of entertainment and in many places the choice is 
between the pool hall and the theater with some activity of a com 
munity and school] nature in season. 

I have been in close contact with various theater owners for some 
time and each report I receive from them finds their situation more 
desperate. At the moment, there is no competition from the new 
medium of television, which is having an impact in many areas of our 
Nation. However, within a year or so, 1 or 2 of our larger cities will 
be installing television equipment with its added competition. 

None of the owners with whom I have had contact offer any objec- 
tion to paying taxes as such either upon profits or upon income. They 
do, however, find some difficulty in and objection to serving as a col- 
lection agency for the Federal Government in a situation where they 
operate ata loss. 

No theater owner with whom I have had contact has voiced any 
opinion that he thought any great profit was to be had in the operation 
of a smalltown theater, but it did seem possible that some reasonable 
return might be had while also serving the public in the provision of 
entertainment. Most of them, I fear, if operating only on hard busi- 
ness calculations would already be out of business, but charity has its 
quick limits when losses are a normal consequence. 

We are all aware of the necessity of maintaining our Federal reve- 
nue so that the Federal budget may be brought into balance at this 
time of high income and full employment. We are also aware of the 
problem of our debt. Lastly, we are all aware of the canons of taxa- 
tion—ease of collection, certainty of revenue, and those revolving 
around equity. In the case of the admissions tax on theater tickets, 
the revenue seems sure for it is collected whether profits exist or not. 
However, against this must be posted the possibility that if theaters 
cannot operate at a profit and close down, then the tax dries up at its 
source. As to ease of collection no problem is presented to the Govern- 
ment but the theater owner operating at a loss contributes his time as 
a tax collector without return. When it comes then to the canon of 
equity, the picture thus changes for it does not seem that equity is 
served when a tax arises out of a business operation on which there is 
no return, or only a small one at best. Granted that the tax is supposed 
to lie on those who wish to be entertained and not on the operator, the 
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practical facts of the situation do not bear out this principle. The 
theater owner, caught between rising costs far film, freight, supplies, 
help and general maintenance, and decreasing patronage when admis 
sion prices rise, finds that the tax comes out of what might otherwise be 
profit to him. The tax thus operated to dull business initiative and 
dry up the source from which it stems. I would not suggest that the 
personal taxes paid by the owners, assuming they made a profit, would 
make up for the loss brought about by the ending of the admissions 
tax, but at least it would then be a tax based upon actual return and not 
« levy which penalized business prior to any realization of profit. 

These theater owners for whom I am speaking are not “big opera 
tors.” On the contrary they are small family-owned and -operated 
enter prises. They do not write to me on fine stationery or with great 
flourish. They are independent, if small, and seek only a fair break: 
to operate their business at a fair return. 

I speak of family-operated theaters. Let me give you but one exam 
ple as expressed in a letter I received : 

We got out of here (the theater) this morning at 3 and the morning before at 
2 and it goes on like that week after week. Mother sells tickets, Dad does the 
janitoring and takes tickets. I work 3 or 4 nights a week in the booth, do my own 
buying, booking, sign work, marquee changing, ete. Melba (his wife) and I have 
worked not less than 7 hours and usually 15 every day since September (written 
in January). This includes Christmas, Thanksgiving, ete. We're not doing it 
because we want to but because I have two kids to support and an ailing dad. 
By all of us working like this day in and day out we are able to have an income 
that has averaged from $2,400 my worst year to slightly under $6,000 in my best. 
This is the combined income of store and theater. 

The letter goes on but this is the case of a young man, a veteran, who 
soon is to face competition from television. It is typical of letters that 
I have received. 

Another letter from a small operator in Olathe, Colo. is indica- 
tive. This small town has tried, through its association of business- 
men, to keep a theater going to keep the folks and the trade at home 
‘this is the current situation as he writes: 

In going over the old books I found some of the old figures. In 1944, before 
inflation h't, the place made $2,267.81 profit. In 1946, right after the beginnin: 
of inflation, it made $1,706.60 profit. In 1947, this figure dropped to $957.11. The 
following statement was made to me by the businessmen, that in 1951 and 1952, 
after inflation really hit its peak, the theater lost money, using up their surplus. 
In 1951, the businessmen’s association operated this theater 4 days a week, paid 
$1,350.58 in tax and went into the red. In 1952, Mr. Mathias, operated this 
theater 6 days a week in order to bring the gross up, paid $1,729.31 in Federal 
taxes and lost money himself. After a month I can see that the 20-percent tax, 
small as it is here, can be the difference between going in the red and breakin. 
even. 

I have also received a letter from the International Alliance The- 
atrical Stage Employees and Moving Picture Machine Operators, 
Local 689, of Grand Junction, Colo., in which they call attention to 
the depressed state of the theater business which makes it impossible 
for owners to grant any wage increases to match inereases in the cost 
of living. 

I do not wish to unduly burden this committee or take too much of 
its time, but this is a subject in which I have had a continuing interest. 
Here is small-scale, free enterprise at work and, at work under what 
appears to be unnecessary burdens. I am hopeful that the tax on ad- 
missions may either be eliminated or adjusted so that these small en- 
terprisers may continue in business 
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I should like to close by submitting for the record, without taking 
valuable committee time to read, three letters from theater owners in 
my district with supporting profit-and-loss statements spelling out 
their problems. I realize that I cannot submit all the many letters I 
have received in support of H. R. 157 but I would like to subniit, for 
the committee files, a few to serve as examples and a listing of all the 
others which I will retain in my own files. 

I thank the committee for this time. 

1 also wish to Say that the Honorable Byron G. Rogers, Congress- 
man from Colorado’s First Congressional District, asked me to speak 
on his behalf stat Ing his support of this legislation. 

The Cuarrman. We thank you for your appearance and for the in- 
formation you have given the committee. 

Mr. Aspinauu. Thank you, gentlemen. 

Phe letters referred to by Mr. Aspinall are filed for the infor- 
mation of the committee. ) 

The Cx#armman. Our next witness will be the Honorable Cleveland 
M. Bailey, of West Virginia. 


STATEMENT OF HON. C. M. BAILEY, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF WEST VIRGINIA 


Mr. Baier. Mr. Chairman and gentlemen of the committee, for the 
purpose of the record, I am Congressman Cleveland M. Bailey of the 
3d West Virginia District. I appear in support of the Mason bill 
H.R. 157, which would remove the present 20-percent excise tax being 
levied on all motion-picture theater admissions. 

My personal knowledge of the situation as it affects the theater bus- 

sin my State of West Virginia leads me to the conclusion that 
this legislation is meritorious and necessary. The motion-picture bus- 
iness has been particularly hard hit in my State where there is an 
alarming amount of unemployment in the coal industry, the pottery 
industry and allied products, due in a great measure to the inroads 
on our markets being made by excessive and increasing foreign im- 
ports. 

It was my pleasure to address the recent State convention of thea- 
ter owners. Here I was able to obtain firsthand information of the 
situation from the men actually engaged in the business. Their con- 
dition was alarming then and it must be more so at present because of 
cur increasing unemployment. 

It was my privilege to hear the testimony of the National Associa- 
tion of Moving Picture Theater Owners and to observe their film pres- 
entation of the situation affecting them nationally. In view of the 
facts herein stated, I sincerely hope that your committee will either 
completely eliminate this tax or materially reduce it to a point where 
these peop le can remain in business. 


The Cuarrman. Thank you, Mr. Bailey. The next witness is the 
Hon. John M. Robsion of Kentucky. 


STATEMENT OF JOHN M. ROBSION, JR., A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF KENTUCKY 


Mr. Rorston. Mr. Chairman, I wish to endorse wholeheartedly H. R. 
157. I do not desire to add to the testimony received today as the 
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spokesn ien Who have upper ared have p resented the case of the mov ing 
pie — the: ater most ably. 

The Cuairnman. Thank vou, Mr. Robsion. ‘The next witness is the 
Horabac Laurie C. Battle. of Alabama. 


STATEMENT OF HON. LAURIE C. BATTLE, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF ALABAMA 


Mr. Barrie. Mr. Chairman and distinguished members of the Ways 
and Means Committee, I am Laurie C. Battle of the Ninth Congres 
sional District of Alabama. 

Tam glad that you scheduled hearings on this legislation including 
the opportunity to t stify on the « wet of the admission tax on the life 
of our theater industry and appreciate the op —e itv of presenting 
information of the seriousness of this prob le 1k May Co ngression: il 
District, the Ninth District of Alabama. 

Last fall I met with Mr. R. M. Kennedy of the Alabama Theater 
Owners Association, Mr. N. H. Waters of the Waters Theater Co., 
Mr. Il’. FE. Walker, president of the Moving Picture Machine Operators’ 
Union, and other representatives of this industry, and the union in my 
district, to discuss the grave crisis facing the motion picture industry. 

I would like to include for the record a letter from Mr. N. Hl. Waters 
received some time ago giving an overall picture of the serious develop 
ments in the past 2 years. Also, I woul like to present a letter dated 
April 15 from Mr. Waters summarizing the situation now. I was 
advised this morning that another theater has been closed since his 
latest letter. Representatives of the companies and the union have 
contacted me numerous times since our conference urging the repeal 
of this admission tax which they feel is seriously threatening the life 
of the motion picture industry. 

I realize it is a very difficult problem for your committee and for 
our Congress in trying to work out a fair and sound approach to the 
elimination of the excise taxes that were levied back in World War IT. 
Also, I am sure that there are other industries that feel the effect of 
these taxes and believe they justify similar consideration. 

However, the letters which I have received from theater owners in 
my district bear out their statements to me in many meetings that the 
very life of the theater industry in Jefferson County, Ala., is seriously 
threatened, and I am sure that no Member of Congress wants a tax 
that will destroy a good industry. 

Among other things, the theater owners must now compete with a 
new medium of entertainment, namely television, and it is most diffi- 
cult for them to successfully meet competition from all sources when 
they must include such a high tax in the prices they charge for admis 
sion. It is my hope that after the committee hearings and delibera 
tions it will be possible for you to recommend definite relief for this 
fine industry. 

Mr. Chairman, now I would like to present the testimony of ns 
people back home summarized to me in the two following letters. 
They speak for themselves, and I hope you will give them every con 
sideration possible as you study this important matter 

The Cuamman. We thank you, sir, for your ap pe arance and for 
your contribution. 





16 ADMISSIONS TAX ON MOTION-PICTURE THEATERS 


(The letters referred to are filed for the information of the com- 
mittee, ) 

The Cuarrman. The next witness is the Honorable John A. Blat- 
nik, of Minnesota. 


STATEMENT OF HON. JOHN A. BLATNIK, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MINNESOTA 


Mr. Buarnix. Mr. Chairman and members of the committee, my 
name is John A. Blatnik from the Eighth Congressional District, 
northeastern Minnesota. 

Mr. Chairman, I have a brief prepared statement which IT should 
like to have included in the record and just these general opening 
remarks, not to repeat the testimony being presented by my colleagues 
here this afternoon. 

I have personally met several times during the past 4 years with 
the theater owners 1n my district, and as in the case of the gentleman 
from Mississippi, most of the owners in my district are small-theater 
owners. The situation was serious for years, and today it is critical. 
The rapid increase of the television industry alone within the last 3 
or 4 years. I am sure the gentlemen will agree, had contributed very 
substantially and of quite some consequence to the competition and 
a dropping off of the receipts. 

I merely strongly urge that the committee favorably enact H. R. 
157 so that it may get up to the floor for debate and subsequent pas- 
sage. This isa serious matter that involves many small resident inde- 
pendent businessmen in many small communities throughout the 
country. 

I thank the chairman and the committee for its consideration. 

The Ciramman. Any questions ¢ 

We thank you for your fine contribution here. 

(The statement referred to is as follows:) 


STATEMENT BY JOHN A. BLATNIK. Meurer oF CoNnGrEsS, Ergutu District, 
MINNESOTA 


x1 


Chairman and members of the House Ways and Means Committee, I 
com> before you today to lend my support to H. R. 157, a bill to amend title 26, 
United States Code, section 1700 (a) (1) by exempting motion picture theater 
admissions from the present 20 percent admissions tax. This bill has my full 
support and T urge your committee to report H. R. 157 to the House floor for 
passage 

Iam not going to take the committee’s time by making a long presentation on 
the merits of this bill. However, I would like to call to the committee’s atten- 
tion certain facts which support the conclusion that the passage of H. R. 157 
s essential to the future welfare and very existence of thousands of moving 
picture theaters throuchont the country, 

I. Studies show that moving picture theater attendane? is now 50 percent 
below that of 1946. This falling off of attendance is partly due to the stiff 
competition of TY and partly due to the admissions tax which increases the 
price of admission 

Il. Moving picture theaters are finding it d'fficuit to meet operating expenses 
and to make any profits whatsoever. The development of TV has created the 
stiffest type of competition to the movie industry. Now with the event of three- 
dimension films, theaters are faced with the necessity of providing new booths, 
new equipment, and other alterations which is being made necessary by this new 
technological invention. 

In other words, Mr. Chairman, the present 20 percent admiss‘ons tax, plus 
TV competition, plus the increased costs of three-dimension films has placed the 
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moving picture theaters throughout the country in a very difficult economic con 
dition. I received many letters from theater owners in my district explaining 
the situation and pointing out that they may have to go out of business if the 
admissions tax is not repealed. 

I am sure that the Congress has no desire to contribute to the driving of these 
theater owners out of business. Yet this admissions tax has become discrimina 
tory and confiscatory on their part and unless Congress acts to pass H. R. 157, 
we will be, in effect, contributing to the bankrupteyv of these small-business firms 

It is my hope that the committee will consider H. R, 157 favorably and report 
it to the House floor for debate and passage. You may be sure that if H. R. 
157 is reported from committee, you can count on my unqualified support for its 
passage 

The CuHairman. The next witness is Hon. Edward J. Bonin of 
Pennsylvania. 


STATEMENT OF HON. EDWARD J. BONIN, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF PENNSYLVANIA 


Mr. BONIN. Members of the House Ways and Means Committee, | 
want to Incorporate in the record of this hearing the three letters I 
have received from Mr. Edward Krapf, manager of the Capitol The: 
ter, West Broad Street, Hazleton; Mr. George S. Clymer, recording 
secretary of the International Alliance Theatrical State Kmployees 
and Moving Picture Machine Operators at 182 George Avenue. 
Wilkes Barre, and Mr. A. HH. Coon, treasure of the Dallas Out-Doo1 
Theaters, Inc., 278 Union Street, in Luzerne. 

I am in deep sympathy with the views of these three men and the 
organizations they represent and have had a onsiderable amount of 
interest in this since the start of my campaign last year. In reading 
the letters of these men, I can well appreciate the diticulty this tax 
poses ol theater-GQoimg p ople. 

Since it was announced that this hearing would be held and that 
proponents of the bill would be able to give their views, I have 
received numerous telephone calls from theater Managers im my dis 
trict, asking that I testify before this committee or render a statement 
indicative of my views. 

It is my hope that the members of this committee will recognize the 
seriousness of the hardship rendered by this tax and take steps to 
favorably report H. R. 157, in the near future 

(The correspondence referred to is filed with the Committee on 
Wavs and Means. ) 

The Cuarmman. We thank you for your statement. The next wit 
ness is the Honorable William M. Colmer of Mississippi. 


STATEMENT OF HON. WILLIAM M. COLMER, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF MISSISSIPPI 


The CuarMan. If you will just give your full name and the district 
you represent in Mississippi for the record, please. 

Mr. Cotmer. Mr. Chairman, I am William M,. Colmer of the Sixth 
Congressional District of Mississippi. 

The CuarrMan. We would be very glad to hear you, sir, on the sub 
ject at hand. 

Mr. Cotmer. Mr. Chairman, I am pleased to be heard on this sub 
ject. In all seriousness I realize that you have possibly 75 or 100 
Members of the Congress here who want to be heard on this very 
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important matter, and I shall certainly not trespass upon the time of 
the committee to go into any details about it. 

I merely wanted to make my appearance here on behalf of this 
legislation. As someone has said, I believe it was my colleague from 
Mississippi, Mr. Abernethy, this is not a new subject with me. I have 
have been sponsoring legislation of similar intent for a number of 
vears. 

I think if I might make this one statement which so far as I know 
has not been brought out that historically this tax was brought about 
not only as a matter of revenue but as an anti-inflationary measure. 
I think that was the thing that the Secretary of the Treasury then, 
Secretary Morgenthau, stressed, and I do not think that we have the 
same argument today. 

Mr. Chairman, I realize that this question of revenue and a balanced 
budget is of course a very serious proposition, but I am sure that this 
committee also appreciates the fact that any segment of our economy 
such as the motion picture industry is also a very important matter 
that should be considered by this committee. 

Now I do not want to be repetitious, but throughout my congress- 
ional district and my State we have the situation of these theaters 
being forced to close. I do not know whether it is the competition 
with television or what it is, but the fact remains that they are faced 
with a very serious situation as an industry if they are to survive, and 
we think that this would be a method to help them survive. 

Mr. Chairman and members of the committee, I appreciate your 
attention. 

The Cnarrman. Any questions? 

We aes you for your appearance and for the information you 
have given the committee. 

The CHamman. I notice we have with us Senator Payne from 
Maine. We would be very glad to hear you, sit 


STATEMENT OF HON. FREDERICK G. PAYNE, A UNITED STATES 
SENATOR FROM THE STATE OF MAINE 


The Cuarrman. If you will just give your full name for the record, 
ore 

Senator Payne. Frederick G. Payne, Senator from Maine. 

Mr. ( ‘hairman and me mbe ‘rs of the committee, I shall be brief in- 
deed. It so happens that I may know something about the moving- 
picture industry because it happens that I was associated with that 
ndustry for a considerable number of years, but the more I have seen 
of the tribulations of the industry growing over the past few years, 
I think probably I made a good choice in leaving it. 

I want to say that this matter of admission tax on the moving-picture 
industry in my opinion is perhaps materially forcing some of these 
theaters to go out of business. That is one factor, because of the fact 
that they just simply are not in a position to remain competitive. 
The moving-picture theater after all 1s the poor man’s entertainment, 
and it has been so for many years, and if the theater industry is going 
to keep up with the increased costs of operation, it in turn will be 
necessary for them to place their admission fee out of sight for the 
average individual who wishes to go to that type of entertainment. 
The other facts that I want to mention just briefly, every one of 
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these theaters that closed seriously affects the economy, and well being 
of the communities in which they are located. They employ a num- 
ber of men and women, and those men and women are throw out 
of employment. It affects the express companies who handle the 
transportation of the film, it affects the many other activities of the 
communities. 

Certainly I am sure all of us realize that no industry in this Nation 
has made a greater contribution to the form of public publicity in the 
course of drives for charitable efforts, for national defense, and other 
activities than have the moving picture people. So that I sincerely 
hope that this matter may be given real and serious consideration by 
this committee which I know is bothered by this and many other ac- 
tivities today. 

The CHarrmMan. Thank you very much for the information you 
have given us, Senator. 

Senator Payne. Thank vou, gentlemen. 

The CuarrmMan. The next witness is our colleague, Hon. Cee] R. 
King of California. 


STATEMENT OF HON. CECIL R. KING, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF CALIFORNIA 


Mr. Kine. Mr. Chairman, as vou and the other members of the 
committee know, I urged the repeal of the 20 pereent admissions tax 
on moving-picture theaters in the previous session of the Congress, 
and am at present the author of a bill identical to Mr. Mason’s bill, 
H.R. 157. 

The owners of motion-picture theaters throughout the country are 
confronted with a most unique and deleterious situation—unique in 
the instance of having a comparable if not identical product in com- 
petition with them, namely television, where presentations are not 
only admission free but tax free. 

[ am and I believe the committee members generally are most sym 
pathet ic with other amusement enter pr ises, which pe rhi aps fee] th: at 
because this committee has singled out the depres ed motion-picture 
theaters for prior consideration, they have been discriminated against. 
This is not the case, however, and I am sure this committee at its very 
first opportunity will give consideration to other industries that can 
show a like hurtful effect from this tax, 

The records of the city clerk's office of the city of Los Angeles will 
show that National Theatres, Inc., the parent company of Fox West 
Coast Theatres, operates 74 theaters in Los Angeles. Only 39 showed 
a profit in 1952 and 35 operated at a loss. The 1952 admission receipts 
of these 74 theaters were just 50 percent of the 1947 admission receipts. 
The 1952 attendance at these 74 theaters was 46 percent of the 1947 
attendance. In addition to the 74 operating theaters, National has 12 
theaters closed. Of their 485 theaters, 58 have been closed, which 
Jeaves 427 ope rating. Of the theaters operating, 200 are operating 
at a loss, and 227 are barely breaking even, or making negligible 
profits, without the ability to improve or refurbish, as has previously 
been the custom of this industry. 

I believe, Mr. Chairman, that there has not been an instance in my 
time on this committee when any industry or enterprise has been able 
to so conclusively show the need for immediate relief. 
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The CuarMan. Thank you very much, Mr. King. The next wit- 
ness is the Honorable J. K. Javits of New York. 


STATEMENT OF HON. J. K. JAVITS, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF NEW YORK 


Mr. Javirs. Mr. Chairman, I feel that the motion-picture theaters, 
particularly the neighborhood houses, have made out a strong case for 
relief from the excise taxes on theater admissions, the subject of H. R. 
157. These theaters are essential elements in the educational and 
recreational life of our country. At a time of national strain and 
danger their function becomes more vital to everyday living. Hence, 
the extent to which attendance at such neighborhood theaters has 
diminished and serious blows to their admissions attributable to tele- 
vision and other factors deserve the consideration of the Congress. I 
um convinced that attendance at neighborhood motion-picture theaters 
can be encouraged by diminution of the motion picts ive tax which 
would result in a diminution of the : vimission price. I rec mend, 
therefore, that on admissions under $1 or such other figures as the com- 
mittee may find to be appropriate for neighborhood motion-picture 

uses no excise tax be IMApos “land that Mr. Mason’s bill be amended 
accordingly. In this way a measure of relief will be afforded to the 
neighborhood motion-picture theater and also to the middle-income 
family anda real contribution will be made to encourage neighborhood 
theater attendance and therefore to the recreational and educational 
life of the country. There is a reasonable chance, also, that revenue 

| not be too much reduced in this Way as neighb hood motion pie- 
{ure attendance Is en ouraved, 

The Cuamman, Thank you very much, Mr. Javits. Our next wit 

ness is Hon. James C. Davis of Georgia. 


STATEMENT OF HON. JAMES C. DAVIS, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF GEORGIA 


Mr. Davis. Mr. Chairman and gentlemen, my name is James C, 
Davis, and I represent the Fifth ¢ ‘ongressional District of (reorgia. 

Mr. Chairman, this hearing, I believe, is held on bill H. R. 157 in- 
troduced by Mr. Mason, of Illinois; is that correct ? 

| CnAamMman. That is correct. 

Mr. Davis. I want to state that IT wholeheartedly support this bill. 
I have introduced a bill also of a similar nature, which is H. R. 2453. 
T cheer fully concede that Mr. Mason’s bill is the appropriate bill to 
consider here, and I have prepared a three-page statement in which 
I have given information regarding the motion-picture industry in 
mv own district. 

L appreciate very much the fact that you are allowing members this 
afternoon to appear on behalf of this legislation, and there are many 
of them here who want to be heard or to present statements, and 
Inasmuch as I know that the committee is going to carefully consider 
the hearings after they are prepared and printed, I will not take 
the committee’s time or the time of my colleagues here who also wish 
to be heard or present statements but will ask your permission to hand 
in that statement to go in the record. 
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The CHarrman. Without objection, so ordered. 
(‘The statement referred to is as follows: ) 


STATEMENT OF REPRESENTATIVE JAMES C. Davis or GEORGIA 


Mr. Chairman and gentlemen, I am very glad that this committee is giving 
consideration to legislation to repeal the 20-percent Federal admissions tax on 
motion-picture theaters. I understand the specific bill on which this hearing 
is held is H. R. 157, and I desire to go on record as endorsing this bill, and 
urging a favorable report upon it by the committee. In that connection, I would 
like to state that I have introduced a similar bill providing for repeal of this 
Federal admissions tax on motion-picture theaters, and the number of my bill 
is H. R. 2453. Inasmuch as Mr. Mason is a member of this committee and a 
member of the majority party, I, of course, concede that it is appropriate for 
action to be taken upon his bill, which I wholeheartedly endorse. 

When I was at home last October during the adjournment of Congress, a 
group of theater owners from my Congressional District called to see me, and 
discussed with me the very critical situation of motion-picture-theater owners 
and operators. 

At that time there were 53 motion-picture theaters operating in the 3 counties 
comprising the Fifth Congressional District of Georgia. Since that time some 
of these theaters have ceased operation because of the fact that they were 
operating at a loss, and could not continue to stay in business. 

One constituent of mine engaged in this industry told me last fall that in the 
State of Georgia 63 motion-picture theaters closed since the end of World War 
IT, and that throughout the United States since the ending of the war approxi 
mately 3.500 motion-picture theaters have been forced to close. He told me that 
his company had been forced to close two of their theaters during that period 

That same constituent told me that there are more than 5,000 marginal 
theaters throughout the United States that will be forced to Close during the 
coming year unless this Federal admissions tax is eliminated 

The people whom I represent are independent businessmen, who are loyal, 
patriotic citizens, and who are willing to pay their share of Government ex 
penses. They do not ask for or seek preferential treatment on taxation. They 
do, however, feel that it is unfair and discriminatory for a tax of this nature 
to be levied on their businesses when it is not levied on television and other 
competing forms of entertainment, nor generally on other merchants. 

Another of my constituents who operates a motion-picture theater in a small 
town, outlined his critical situation to me. Twenty years ago the admission 
charge to his theater was 25 cents. At that time the price of a haircut was 
25 cents. Now the price of a haircut in that town is 75 cents while his admission 
charge to the theater is 40 cents, that being the maximum charge he is able to 
obtain, and 7 cents of that goes to the Government under this admissions-tax 
provision, while his part of the charge is only 82 cents. One cent of the charge 
goes to the State under our State-sales-tax law. 

This man told me that he has operated his theater at a loss for the past 2 
vears, and he told me that he would he glad to give the theater to the Federal 
Government if they would operate it and give him 20 percent of the receipts 
which he now gives to the Government under this admissions tax 

As we all know, this admissions tax was placed on the books as a war 
emergency measure. It is high time for some of these War-emergency taxes 
to be eliminated, and relieve the heavy hurden of taxation which is bearing 
down both upon industry and upon individual taxpayers, 

Of course, I realize that along with reductions in taxes there must go cor 
responding reductions in spending. But I am not one of those who feel that the 
budget sent over from the White House is a sacred thing, and cannot be touched. 
These budget requests can be reduced, and we effectively demonstrated that last 
year by cutting off approximately $814 billion from a budget which was claimed 
to be a “rockbottom” budget. 

I do not want to burden your committee with a repetition of statistics which 
I feel sure have already been presented. I feel I am justified in mentioning 
one fact presented to me by constituents, namely that in the first 11 months of 
1952 there was a drop of $33,210,000 in general admission tax receipts, which 
is approximately a 10-percent decrease in collections as compared with the 
corresponding period in 1951. Inasmuch as approximately 65 percent of these 
admissions charges come from motion-picture theaters, this is an indication of 
the decrease in business being suffered by the motion-picture-theater Owners 
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loday one of my constituents who operates a motion-picture theater in a 
suburban area near Atlanta informs me that last month his theater lost approxi- 
mately $1,000 at the box office, and that he is dipping into his savings monthly, 
and that his theater is dangerously near bankruptcy. He informs me that last 
month while he was losing $1,000 his theater paid over $1,500 admissions tax to 
the Government. It is easy to see in his case that without the tax, he could 
have made a profit of $500 last month instead of substaining a loss of $1,000. 

I earnestly urge your favorable consideration of this legislation, and thank 
you for your attention 

The CHatrman. Are there any questions? Apparently not. We 
thank you for your appearance and for the information you have 
olve Nn us. 

The next witness is Hon. John J. Dempsey of New Mexico. 


STATEMENT OF HON. JOHN J. DEMPSEY, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF NEW MEXICO 


Mr. Dempsey. Iam John J. Dempsey of New Mexico. 
Mr. Chairman, I appreciate the opportunity to appear before you 
today, and with your permission I have a statement prepared that I 
will offer for the record, but I do have a few remarks that I desire 
to make personally. 

The CnuarMan. Without objection, so ordered. 

(The statement re ferred to isas follows:) 


STATEMENT BY THE HONORABLE JOHN J. DEMPSEY, REPRESENTATIVE AT LARGE FROM 
NEw MExico, IN Support or H. R. 157 


Mr. Chairman and members of the committee, I appreciate your indulgence in 


hearia me in support of TI. R. 157, a bill to amend the tax law so that the 
s 20-percent tax on motir picture-theater admissions will be terminated, 
I hun © O] on, there never has been any justification for this tax. The 
w that it has done almost irreparable damage to an industry which, 
best under present conditions, could not possibly be considered a highly 
b uirce of income for the Government, 
2 two pre us occasions I have brought to the attention of the House of 
l I ! s tl gross inequity of this tax. I have shown that literally 
nave nall motion-picture theaters in rural areas and towns have been 
a tox e because of the imposition of this excise. Surely this has been 
kil r the goose which mistakenly was believed to be capable of laying 


| eg In the parlance of the theater, I might say that an egg has been 


d, f return from this excise tax has been, as the records reveal, so Small 
! lly istify the cost to the Government of its collection. 
My files are filled with letters from owners of these small theaters who either 


been foreed to close their doors or will be confronted with closing them 
’ 


he near future unless this burdensome tax is taken from their backs, 
Unfortunately, the great majority of the theaters which have had to close 


because of this unbearable tax burden are located in the smaller communities 
where vy have provided virtually the only recreation and entertainment avail- 
e to the great majority of the people. By the great majority I mean those 
whose means are limited to modest expenditures for recreation and entertain- 
ent. They are the people upon whom the burden of this tax falls, contrary to 


the sound theory of taxation, which is based upon the premise that the burden 
should be borne by those best able to pay 

It is my firm conviction that this is most typical of what we ordinarily term a 

lisnnee tax. It has been just that from every conceivable standpoint. It 

n a nuisance to the theater patron, the theater, and the Government as 
well. There is, in my opinion, no justification for its continuance. 

We are confronted, according to Mr. J. Edgar Hoover, head of the Federal 
Bureau of Investigation, with an ever-increasing problem in the dangerous spread 
of juvenile delinquency. Reports by the FBI show conclusively that this apparent 
deterioration in the moral fiber of our youth is due mainly to a lack of proper 


facilities for clean recreation and entertainment for that youth. One of the 


has bee 





nc eat hI Ar AS 


ace aban PERC A A eT a 


nite eee 


ADMISSIONS TAX ON MOTION-PICTURE THEATERS 53 


most important sources of proper entertainment, proper recreation, and proper 
auxiliary education is the motion-picture theater. It probably has done more to 
keep our youth off the streets and away from detrimental associations than any 
one other factor in our American life. 

If for no other reason than the contribution the small motion-picture theater 
is making toward the solution of this juvenile-delinquency problem, it should be 
given every possible chance to survive. It cannot surive when literally hun 
dreds of the owners are confronted with a continuing loss in the operation of 
those theaters. It goes without saying that no business can survive when it is 
operated at a loss and is being forced deeper and deeper into debt. 

It is not my desire to burden this committee with a mass of figures and statis 
tics showing the disastrous effects of this tax. You have already been told by 
representatives of this industry what the true facts are as borne out by the 
records. I might say, however, that dozens of the owners of small theaters 
have written me pointing out that they are attempting to keep their theaters in 
operation in the hope that the Congress will correct this grave injustice and they 
will be given a new lease on life. If this is not done, they assert, they will be 
forced to join those others who already have had to give up the struggle for 
existence 

Most certainly, in view of the promises that have been made by virtually al 


of us, regardless of partisan affiliation, to reduce the tax burden on the people of 


this country, this is a good place to start. It is my firm conviction that before 
this session of Congress is adjourned there will be a heavy cut made in Govern 
ment expenditure I feel that we will go far in eliminating waste and reckless 
spending. By the same token I am contident that we will, regardless of opinions 
expressed to the « mtrary, be able to reduce the tax load. I feel that irtually 
every Member of the Concress recocnizes an obligation to keep faith with the 


American people and see to it that the economy promise made during the cam 
paign is more than empty political gesture 


If the Congress should fail to terminate this unconscionable tax, it will be 





respousible for forcing into bankruptcy hundreds more of small motion-picture 
theaters. This would he a severe blow to our econ and we all realize that, 
under existing conditions, we cannot stand many such setbacks We cannot 
permit the continua m of an excise levy which has been proven through expe 
rience to be so serious a threat to the existence of any industry. We can ill afford 
to force ployment on thousands of our citizens at a critical time like this, 
when there is grave uncertainty concerning the swing of the economic pendulum 
Ia not seeking to he a harbinger of calamity, for T « t believe that our 
Nation fronted with economie collapse I do, however, Wish to impress 
ct i ngiv as I know h upon your minds the fact that it is extremel 
danzerous to undermine rouch bad taxation policy any segment of our Na 
tion’s business, no matter how small that segment may be I urge upon this 
comm ttee the need for givine full and careful consideration to the dangerous 
implications carr’ed by a continuation of this motion-picture theater admission 
excise tax, particularly in view of the fact that there is every justification for 
believing at this time that the mere pittance derived from the tax is not going to 
be nec iy in support'ng the reasonable and proper functions of our Govy- 


ernment 


Mr. Dempsrny. Thank you, Mr. Chairman. 


I notice that the committee seems to be in sympathy with brevity 
and to have them in sympathy with anyth ne means a lot because 


1 } 


I have been over here many times and know them pretty well. J thin 
this tax being imposed on theaters is one that 1s doing more harm than 
good, and I am supporting the Mason bill for that reason. It is pretty 
difficult for a man in the theater business, especially a small theater. 
to find himself in the red when it comes to net and then transmit 20 
percent of the gross to the Federal Government. 

It is taxation, but I think it is a very wrongful taxation. The mov- 
ing picture has a great place in the lives of Americans today, espe- 
cially among the children. It is rather difficult to realize that to 
send a child to a moving picture theater or even to a baseball game 
where we formerly thought they should go, it is going to cost 20 pei 
cent of the admittance price of the theater. 
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Juvenile delinquency has been increasing and increasing and in- 
creasing largely because the children have no place to go except the 
theaters, and even in the days when I was a boy many years ago, it 
was not easy to get the amount of money necessary, and today t is 
even worse. I think it was wrong when the tax was put on; it was 
put on to avoid inflation and to siphon money into the Treasury that 
might be spent foolishly and create inflation. 

The little money people have left today after taxes I do not think 
they need worry about inflation. I think that time has gone. If some 
of these taxes would come off, you would find an economy which is 
very, very much better, and that is what we need to do today instead 
of putting more taxes on, take some of those off that we have put on 
that have proved a failure. 

I propose to support Mr. Mason’s bill with everything I have. 

The CHairman. Does ~ at conclude your remarks? 

Mr. Dempsey. Yes, si 

The Cnatmman. Any qoentions! 

Mr. Coorer. Mr. Chairman, let me state to our good friend Mr. 
Dempsey and also to the others present that this tax was put on for 
revenue only. That is the only reason like all other excise taxes on 
the books; they were put on for revenue only. 

Mr. Demrsry. I hope, Mr. Cooper, that the time has come when 
the revenue will not be needed so badly that it will keep it to the point 
where you are putting people out of business. 

Mr. Coorer. We share that hope, too, but it was put on for revenue. 

Mr. Dempsey. I am glad to get that straight: there are so many 
things re have been confused about. 

The Cuamman. Thank vou very much for your appearance and for 
the a nation you have olven the committee. 

Mr. Dempsey. Thank you very much for the opportunity. 

The Cramman. Our next witness is Mr. W. J. Bryan Dorn. 


STATEMENT OF HON. W. J. BRYAN DORN, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF SOUTH CAROLINA 


Mr. Dorn. Tam W. J. Bryan Dorn, representing the Third South 
Carolina District. 

Mr. Chairman, T have no prepared statement. However, I do appre- 
ciate very much this opportunity of coming here and stating that I 

im very much in favor of the Mason bill, H. R. 157. I do so for the 
various reasons that have already been presented to you, plus one addi- 
tional reason that I have not heard mentioned today, only slightly, 
and that is that that tax does affect many small communities, and I 
have investigated this situation personally in a town of 1,000 or 1,500 
people, and they have only 1 theater, and in a number of cases this 
1 theater has been closed, ied the nearest theater to that point is prob- 
ably 20 or 30 miles. 

That is an actual fact in many cases. Those people in that com- 
munity, many of them, do not have the money to buy a television set. 
So, therefore, you are denying that class of our people i in that category 
the right to look at television or to attend a movie. That does present 
a very serious problem. 
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I know you gentlemen are going to seriously consider this, and I 
just appreciate this opportunity of coming, and again let me say I am 
very much in favor of the Mason bill. 

The Cuamman. We thank you very much for your appearance, 
Mr. Dorn, and for the information you have presented. 

Mr. Dors. Thank you, gentlemen. 

The Cuainman. Our next witness is the Honorable Clair Engle, of 
California. 


STATEMENT OF HON. CLAIR ENGLE, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF CALIFORNIA 


Mr. Eneue. Thank vou very much, Mr. Chairman. 

My name is Clair Engle, and I represent the second district in 
California, which commences at the Oregon line, runs 600 miles down 
the Sierra Nevada Mountains comprising some 19 mountain and 
rural counties of California, and exclusive of the metropolitan areas 
of California comprising approximately one half of the total area of 
the state, 

Now IT mention that because IT want to emphasize the point that this 
ivea is a rural and mountain area in which there is no television. 
Last fall when the theater owners and operators rot in touch with 
ine about this admissions tax, anticipating. 1 assume, the legislation 
Which has since been introduced, some of the metropolitan theaters 
were havine real difficulty with competition with the television 
programs , 

The theater people asked for a meeting with me at Red Bluff. 
They came in to see me, some 25 or 30 of them, traveling a number 
of them, over 150 or 200 miles. They sat around the table, and I 
asked each one of them what the situation was in his theater and in 
his area. 

I was surprised, sod Chairman, to find out that these theaters in 
the rural areas are really having a tough time. Many of them were 
going broke, and no ad vou have the statistical material on that, 
but many of them were ina position of real hardship. I was so much 
convineed with their case that when I came back here I introduced a 
bill similar to that which is now pending before this committee. 

I do believe. Mr. Chairman, that anybody to get out from under 
taxes during this da V and age has to prove a case ot real hardship. 
In my opinion, these theater people can do that, and as far as the 
theaters are concerned in the mountain and rural area which I rep- 
resent, it simply boils down to taxing to the point where we are kill- 
ing the goose that is laying the golden egg. I heartily endorse and 
support this legislation and wish to say to the committee that so far 
as the people in my area are concerned, and in that area there are 
numerous theaters. Mr. Kean, they are in serious hardship and will 
apprec lt ite and do verv much need tax relief. 

The Cnamman. We thank you very much for your appearance and 
for the information you have given the committee. 

Are there anv questions / 

Mr. Enoie. Thank you, gentlemen. 

The CHatrman. The next witness will be the Honorable 
Fisher, of Texas. 
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STATEMENT OF HON. 0. C. FISHER, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF TEXAS 


Mr. Fisuer. Mr. Chairman, my name is O. C. Fisher from the 
21st Congressional District of Texas. 

I wish to associate myself with the position that has been taken by 
the other witnesses and the statements which they have made. I 
introduced a bill comparable to this early in the session. I didso after 
learning oe at a number of theaters in the district I represent have been 
forced to close. 

I have learned upon inquiry that the 20-percent tax often represents 
the difference between going in the red and making a little profit and 
being able to stay in business. Therefore, I think this is a tax that 
is actually having the effect of destroying business in many instances 
and one that cannot be justified upon sound grounds, and therefore 
I urge the committee respectfully to report the bill in order that the 
House may act upon it. 

Out of deference to the time situation, Mr. Chairman, I ask permis- 
sion to file a statement in support of my position. 

The CHatrMan. Without objection, so ordered. 

(The statement referred to is as follows :) 


STATEMENT OF REPRESENTATIVE ©. C. FISHER 


Mr. Chairman, I am pleased to have this opportunity to appear before this 
committee in support of the pending bill, which would repeal the admission tax 
on theaters. Early in this session I introduced a similar bill. 

In my judgment, the repeal of this tax is long overdue. That was made very 
evident by the presentation that was made here this morning by the motion- 
picture industry. The admission tax represents the difference in staying in 
business and being forced out of business in entirely too many instances. Here 
we have a very good example of the meaning of the old saying “that the power to 
tax is the power to destroy.” 

Mr. Chairman, there are many witnesses, and I shall be brief. During the 
time vou have alloted to me I should like to get down to cases for a moment 
and (uote from a few of scores of letters I have received from operators in my 
ewn district who are advers ly affected by this tax. 

From a town of some 5,090 people comes this letter from a theater operator: 

* If we theater peop'e do not get some relief from this high tax, we 

re coing to be broke very scon * * * In the year 1952 we paid over $5,000 in 

amusement tax to the Government, leaving a net profit of approximately $2,000 
for myself, after all taxes were paid.” 

Another theater operator wrote: 

“My case is only one of the many In 1950 I was running three theaters, 
namely, the Queen, Palace, and Ritz. Now cnly the Queen is open full time and 
the Palace is a 4-day operation 

“Let us take the case of my Ritz; this is what is termed a “B” or third-run 
grind of the mill house. In this tvpe of house we use a picture that has played 
se\eval times in the city, and try to offer it at a low admission to attract the 
lower-income-bracket people. To do this we must give them a good show 
at a yrice they can afford and still make a profit for ourselves. With film 
rentals as high as they are and the other expenses as high as they are a 25-cent 
admission is about as high as that particular class of people can pay. When we 
have to add a 5-cent tax on this amount, making a total of 30 cents, it cuts down 
on our receipts until there is no profit and therefore we have closed the Ritz. 

“Now we come to the Palace, our second-run house. As a rule, we would charge 
about 30 cents in a house of this type. The nearest figure to this, with the tax, 
that we can arrive at is 29 cents and a 6-cent tax. 

“The difference of 5 cents in an admission may not seem like much, but to the 
public a difference of 5 cents means either going to the show or not. Take, for 
instance, a family of four, at 25 cents admission, it is $1, but with the tax it is 
$1.20—almost the price of an additional ticket in tax.” 
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Another small-town theater operator wrote: 

“The movie industry in this country is terribly weighed down with this wartime 
burden of 20-percent admission tax. 

“In the smaller communities such as mine this tax is no longer just set-aside 
revenue for the Government but is now such a burden imposed upon our ticket- 
sales intake that we wonder many times if we can continue operation. Actually, 
this 20 cents out of every dollar stands between a loss and a little profit in many 
instances,” 

Another operator writes: 

“* * * We have here three theaters—the Leroy, being the class A indoor; the 
Rio, our class B indoor; and the Circle Drive-In, which is one of the best in the 
country, with 100 percent all paved ramps. 

“During 13 weeks operation ending February 28, 1953, the drive-in operation 
showed a loss of $652.02, operating on a part-time basis; the Rio showed a loss 
of $175.58; the Leroy made a little profit in December 1952 and in January 1953; 
however, just about broke even in February, But look what happened in March 
hy 

“For 4 weeks’ operation in March the net gross for the Leroy, our leading 
theater, showing the latest films, had a net gross of only $3,127.96. The cost of 
operation for those 4 weeks amounted to $3.585.20. Therefore, we lost $457.24, 
but the Government walkel away wth $614.01 in admission tax. During this 
same period of March the drive-in operation, on a full-time basis with the best 
drive-in weather one could ask for, the total net gross was only $2,036.56, while 
it cost us $2,028.60 to operategleaving a mere profit of only $8.96 for the entire 
month on a theater that cost $50,000 to build. The Government walked away 
with $364.57 in admission tax. 

“* * * All of the above figures were taken from the CPA’s profit-and-loss 
statement * * *, 

Still another operator in a larger city writes: 

“* * * Being a small exhibitor, I want you to know how very much your efforts 
to abolish this admission tax is appreciated. Mr. Fisher, this tax has almost 
completely destroyed progress in exhibition, and it has absolutely taken all the 
initiative out of the operation of small theaters. As exhibitors, we pay every 
tax that any other business pays, and before we do that, however, we are taxed 
20 percent by our Federal Government. We do not ask any special favors, but 
just to receive the same treatment accorded other businesses. * * * 

“The situation in west Texas has not been so desperate as it will be shortly, 
due to the fact that television is just now coming into this part of the country. 
Many small theaters are going to be closed, in addition to those already closed, 
unless we are given relief. The removal of this tax would be a godsend to the 
exhibitors all over this Nation. During the year 1952 I paid an awful lot to the 
Government from the collection of this tax, and yet I do not have enough money 
to make necessary repairs for the upkeep of my theaters * * *.” 

Among the many theater operators in the district I represent who have wired 
or written me about their plight and in behalf of this repeal effort have been 
Mr. Rex S. Wooten, Sr., Wooten Theaters, of Liano: Mr. Don Fuller, Roxy 
Theater, of San Angelo; Mr. S. T. Donnell, of Lampasas: Mr. Roland Duus, 
Coleman Independent Theaters, of Coleman; Mr. E. J. Haubner, El Lasso Theater, 
of Uvalde: Mr. Henry Zimmerman, the Comfort Theater, of Comfort, Tex. ; 
Mr. Bob Hendrick, Star Dust an Belview Theaters, of San Angelo; Mrs. Paul 
J. Poag, Val Verde Theaters, of Del Rio; Mr. L. D. Brown, Queen and Palace 
Theaters, of Brownwood; Mr. Abe W. Willis, Theater Enterprises, Inc., of San 
Saba, Tex.; and many others who have spoken to me personally about their 
problems and the extreme difficulty they are having in remaining in business. 

Mr. Chairman, these are not isolated cases. They are typical of what is hap 
pening in hundreds of towns all over the country. I could quote from many 
other letters, but shall not take the time of the committee to pyramid the testi- 
mony, all of which is to the same effect. 

For these reasons, I respectfully urge that this bill be favorably reported. 


The CHarrMan. Any questions? 

We thank you for your appearance, Mr. Fisher, and for the informa- 
tion you have given. 

Mr. Fisuer. Thank you. 

The CuHatrmMan. Our next witness is Hon. E. L. Forrester, of 
Georgia. 
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STATEMENT OF HON. E. L. FORRESTER, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF GEORGIA 


Mr. Forrester. Mr. Chairman, I am E. L. Forrester, representing 
the Third Congressional] District of ¢ reorgia. 

I have delivered over to the clerk a brief statement which I had 
made in this matter, and while I know I am asking a lot from this 
committee, because I doubt if it is humanly possible that all of these 
statements can be examined, but if there be sufficient time I would 
ypreciate it if you could take the high spots of this little statement 
mine because I believe that there is some evidence in there which 
will reflect the condition that the theater industry is in down in my 
ection of the country 


I do want to say to you centlemen, every one of you, that it was 


with some deeree of reluctance that I came here oday. Iam not a tax 
xpert. On the other hand, vou gentlemen are. Tam sure you gentle 
men have already given as sympathetic ecusideration as you feel that 


you cal minder the eireumstal 
: heave no favoritism whatsoever reeardine any class of taxation 
or taxpayer On the other hand I am ont ho Lelieves that ev TY 
person, by Ve . corporat on, should 3 ty their fair share of the tax. 
Iam svimpathet i¢ with this committee because T know that the people 
1] rv heavy taxation. It may be that vor 
. ass of taxpayers that I do not, but so far 
is I personally know, while all of us are groaning under the taxation, 
the theater industry is apparently the only one that is being destroyed 
l-y this taxation. 


venerally are oroanimMe wnt 
gentlemen may Khow some ¢i 
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‘T Lelieve that the evidence T have submitted will tend to demonstrate 
that view. Tamsure that if an industry is bang destroved in America, 
I know it is going to have a complete svmpathy on this committee's 
part, and this committee is going to do just what you find you can do 
under the circumstances, and I deeply appreciate the opportunity 
that vou have granted me to appear today. 

The Cnaiman. We thank you for your appearance, Mr. Forrester, 
and for the contribution you have made. 

Mr. Forresrer. Thank you, gentlemen. 

(The statement referred to is as follows:) 


STATEMENT OF E. L. FcR ESTER, MEMBER OF CONGRESS (THIRD DIstrRIcT, GEORGIA ) 


Mr. Chairman and members of the committee, my appearance before you today 
is for the purpose of urging speedy relief to the theater owners of this country, 
by alleviating the burden imposed upon them by virtue of the 20 percent Federal 
tax on theater admissions. 

I make this appearance, although I know that heavy taxation is demanded 
because of the terrific demands of the times, plus the huge $265 billion debt we 
owe. Certainly Iam in complete sympathy with this committee, as every right- 
thinking person must be, in your fine discharge of the duties imposed upon you to 
determine the ways and means to obtain the tax dollars we must have. I heartily 
agree that every person, business, and corporation must and should pay their 
proportionate part of taxation. 

I base my request today upon facts apparently incontrovertible. Otherwise, 
I would not be before you. The apparently incontrovertible facts, however, are 
that this tax is destroying the theater industry in our country. That is a sober 
fact to me. I know it is to you. If this industry is being destroyed because of 
this tax, then the matter must be speedily corected, and I believe you will correct 
it, if possible to do so. 
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I represent the Third District of Georgia, adjoining the splendid district the 
Honorable Sidney Camp, a distinguished member of this committee, so ably repre- 
sents. It is my belief that the theater owners in Congressman Camp's district 
are in the same situation the theater owners in my district find themselves. That 
condition is, that generally the theater owners are not making ends meet, without 
taking into consideration any profit which would provide support for them and 
their families. On January 5, 1953, I delivered to Congressman Camp, for the 
purpose of same being filed with this honorable committee, auditor’s certificates, 
those certificates demonstrating that the theater owners in my district were fac- 
ing disaster financially; that the majority were not making operating expenses ; 
and that none were making a living. 1 invite the attention of this committee to 
those certificates. 

I have just received a letter from a fine friend of mine, a small theater owner 
at Vienna, Ga. This man is completely reliable, and his theater is typical of the 
great majority of theaters in my district; therefore, I am quoting from that 
letter, to wit: 

“This exceedingly burdensome tax has not only eliminated all profit from my 
theater operation, but has also jeopardized my entire life's investment. If this 
great burden which we have carried for so many years is not soon lifted from 
the shoulders of the theater owners, and especially the small-town exhibitors, any 
contemplated future relief will arrive too late, for we will have passed out of the 
picture entirely, for our days are certainly numbered. This past week, in a 
tinal desperate effort, I placed a mortgage on my home, the last piece of un- 
encumbered property I possess. I will soon be 60 years of age. We have fought 
a good fight, and have kept faith with the Government. Now is the time we need 
the repeal of the 20 percent admission tax.” 

The records I delivered to Congressman Camp show that at least two-thirds of 
the theater owners of my district are in a condition financially that not a member 
of this Committee could fail to sympathize with. Other theater owners whose 
names do not appear in those records have told me personally their businesses are 
being wrecked. The Martin chain and the Thompson chain are the only theater 
chains operating in my district so far as I know, and they are suffering financial 
collapse because of this tax, so they say, and they should know. It must follow 
that the individual owner is in equally bad or worse condition. 

I have no favoritism for any class of taxpayers. You gentlemen are much more 
familiar with taxation than I. So far as I know, while all our business people 
are groaning under taxation, the theater owners are the only ones facing im- 
minent destruction. Those businesses facing destruction are entitled to, and 
will, I am sure, receive every possible consideration at your hands. I do not 
envy you gentlemen in your responsibilities. You are doing a splendid job 
under most trying circumstances. I deeply appreciate your permitting me to 
have the honor of appearing before you. 


The Cuatmrman. The next witness is Hon. J. Vaughan Gary of 
Virginia. 


STATEMENT OF HON. J. VAUGHAN GARY, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF VIRGINIA 


Mr. Gary. Mr. Chairman, I am J. Vaughan Gary, representing the 
Third Congressional District of Virginia. 

[ appreciate the opportunity to appear before your committee this 
afternoon. Last fall I met with a group of local motion-picture 
theater owners and operators in the city of Richmond. The group 
included men with whom I am intimately acquainted and know to be 
of unquestionable integrity. They presented me with profit-and-loss 
statements of-their operations which show that those making a profit 
are operating on a very narrow margin and that a large number are 
actually oper rating at a loss. 

These operators did not claim that this situation had been caused by 
the admission tax. They stated very frankly that it was largely due 
to the competition from television and other forms of amusement. 
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They explained, however, that their admission charges are now about 
as high as the public will pay and that any increase in admission 
prices would result in fewer patrons and consequently a reduction 
rather than an increase of revenue. They further pointed out that 
the amount paid in admission taxes to the Federal Government repre- 
sents in most instances the difference between a profitable and a non- 
profitable business. 

After a prolonged discussion of their problems, I became convinced 
that a repeal of the Federal tax on motion-picture theater admissions 
is highly desirable if not absolutely esse ntial to a continuation of this 
very important enterprise. 

As a matter of fact, Mr. Chairman, the entire amusement field is 
highly competitive, and at present a substantial part of the admissions 
tax is collected from athletic events staged by our schools, colleges, 
and other eleemosynary and educational institutions. 

In my judgment the repeal of the entire tax is highly desirable. 

I thank you, Mr. Chairman. 

The Cuatrman. We thank you for your appearance and contribu- 
tion. 

The next witness we have is Hon. Charles S. Gubser of California. 


STATEMENT OF HON. CHARLES S. GUBSER, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF CALIFORNIA 


Mr. Gueser. Mr. Chairman and members of the committee, I am 
Charles S. Bubser of the Tenth Congressional District of California. 

I have filed a statement with the clerk and will not presume upon the 
committee to read the entire statement, but if I may be permitted, I 
would like to make two very personal observations. I am here as an 
ex-theater owner and operator, and if I may, I would like to emphasize 
that when I say operator I mean operator and not an absentee 
operator. 

As personal observation No. 1, I would like to say that I am quite 
confident that if it were not for the 20-percent tax which H. R. 157 
would repeal that I would still be active in the theater business. 

The second observation, which is purely of a personal nature, that 
I would like to make is one that I made each month as I filled out the 
tax return to the collector of internal revenue for this tax, and that was 
that I would gladly and happily deed my considerable investment in a 
motion-picture theater to the United States Government, would gladly 
operate it with no expense to the Federal Government if they would 
allow me as interest for my investment and for my services the 
privilege of keeping the amount that I paid to them in taxes off the 
top of my gross. 

Thank you very much, gentlemen. 

The CrarrMan. If there is no objection, your statement will be filed 
in the record. 

(The statement referred to is as follows :) 


STATEMENT OF CONGRESSMAN CHARLES S, GUBSER, OF CALIFORNIA 


Mr. Chairman and members of the committee, I am here to urge your favorable 
consideration of H. R. 157. I do not profess to be an expert on fiscal and tax 
matters, but in the case of the 20-percent admission tax on motion-picture theater 
admissions which H. R. 157 would eliminate, I feel that I am qualified to speak 
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out against it. In 1949, I owned, operated, and actively managed a small drive-in 
theater in central California. After selling this theater, I organized a company 
to build another theater of the same type in a different locality and was active in 
the management of that theater until approximately April 1, 1951, at which time 
I disposed of my theater interests. I am quite confident that if it were not for 
the 20-percent admission tax imposed upon theatergoers, that I would still be 
active in the motion-picture theater business. 

Motion-picture theaters are today engaged in one of the most highly competitive 
businesses. The seating capacity of the Nation’s theaters was overexpanded im- 
mediately following World War Ll. ‘Television has certainly had some effect 
upon the decline of theater revenues as has the relaxation of restrictions against 
installment buying and the cousequent decrease in the number of consumers’ 
amusement dollars. However, the terrific number of theater closings in the 
past few years has now passed the point where it can be blamed on postwar 
overexpansion, television, and lack of consumers’ amusement dollars. Further- 
more, these competitive factors and mistakes made by the industry itself are of 
no consequence to congressional deliberations, 

The theater industry is not asking for any special privilege or to be com- 
pensated for its losses which come either from its own mistakes or from increased 
competition. It asks no special privilege, but at the same time it asks for relief 
from an unfair and discriminatory tax which is now closing theaters at a rate not 
justified by today’s circumstances. 

The 20-percent excise tax Was imposed as a wartime measure; it was imposed 
at a time when theater revenues were on the upgrade; and, as a result, was 
easily absorbed by the moviegoing public and the theater owners. jut today, 
with competition increasing and with revenues going down, it is responsible for 
countless movies showing losses rather than net profits. 

It should be remembered that the motion-picture industry is much more of a 
“fixed overhead business” than most other businesses. For example, film rentals 
with various film exchanges are conditioned for each exhibitor according to a 
fixed overhead figure. This figure remains so constant that both exhibitor and 
distributor have learned to rely upon it as a just means of determining film 
rentals. Naturally, as in the case of all businesses where “overhead” does not 
increase in direct proportion to the increase in gross revenue, it is a percentage 
of the last dollar taken in at the end of the day which provides the profit, if any 
I am sure that the Internal Revenue Department can verify the fact that theater 
gross revenues have gone down to the point where the last dollar of each day 
has still not reached the overhead breaking point The only way in which a fair 
profit can be restored to the theater industry is to decrease the overhead of each 
theater by the amount of the 20 percent admission tax. 

This industry involves millions of dollars in investments and it is unfair for 
those investments to be lost because of a discriminatory tax. I call its diserim- 
inatory because the television industry, which is in direct competition with the 
motion-picture industry, does not have to carry the burden of such a tax. 
Certainly, I am not advocating greater taxation of the television industry, but I 
believe in equality as between competitors. 

While operating a motion-picture theater, | indicated on many occasions that I 
would happily deed my investment in those theaters to the United States Govern 
ment and would continue to operate the business for the Government if I eould 
have for my services and as interest on my investment the amount of tax col 
lected each month by the Federal Government against my establishment. I 
believe I am safe in saying that there is not a theater owner in the United States 
who would not do likewise. 

This tax was intended to be purely temporary. We have been promised its 
removal. Unless we are given the opportunity of competing in the market place 
without this unfair handicap, a major industry faces disaster. 








Mr. Esernarter. I would like to ask unanimous consent to insert 
in the record the statement of Congressman Frank M. Karsten of 
Missouri. 

The Cuarrman. Without objection, so ordered. 

(The statement referred to is as follows :) 
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STATEMENT OF HON. FRANK M. KARSTEN OF MISSOURI 


Mr. Chairman, I am glad to add my voice in support of legislation to repeal the 


excise tax on theater admissions 

This was a temporary wartime levy, but it has been on the statute books for 
many years. It has worked a great hardship on Many small theaters in my 
district, as the established admission price together with the tax, limits many 
people in going to the theater. This tax, coupled with the rapid development of 
the television industry, has resulted in the closing of many of the movie houses in 
St. Louis, and those that are operating, in a large number of cases, are doing so 
at a loss. The tax was never intended to penalize either the theater or the 
patrons, but this is now the case. The repeal of this heavy burden will enable 
many theaters now in financial distress to remain in business. : 

Over the past several weeks I have received hundreds of letters from theater 
patrons. They complain of the admissions tax and urge its repeal. 

The Committee on Ways and Means is performing a wonderful service in 
holding these hearings. It is my hope the committee, after studying this prob- 
lem, will present a bill to the House which will eliminate or substantially reduce 


the tax on admissions. 

Mr. Erveruarter. I would also like to ask for unanimous consent 
with regard to the statement of Melvin Price of Illinois. 

The CuarrmMan. Without objection, so ordered. 

(The statement referred to is as follows :) 


STATEMENT OF HON. MELVIN PRICE, OF ILLINOIS 


Mr. Chairman and members of the committee, I join many colleagues in the 
House of Representatives who appear before you this afternoon in support of 
H. R. 157, which proposes legislation to repeal the Federal tax on admissions to 
motion-picture theaters. 

This tax should be lifted as quickly as possible. We are all familiar with the 
situation confronting movie exhibitors throughout the country. The record of 
the number of motion-picture houses which have closed their doors in recent 
months should be added to the evidence which will be presented to support the 
need for enactment of this bill. 

The 20 percent tax on movie admissions is a harsh tax on the average citizen 
who seeks amusement in the local theater. It definitely should be removed. 

I am confident the preponderance of testimony which this committee will hear 
on the measure will demonstrate the urgency in repealing this tax. I personally 
think such action is long overdue. Almost 2 years ago I first began to take in- 
terest in this subject. I have exerted much effort in behalf of this type of 
legislation because I firmly believed both the exhibitors and the movie-going 
public needed relief from this tax. 

I am convinced that repeal of the tax on admissions to motion-picture theaters 
is fully justified. 


Mr. Mason. Mr. Chairman, I shall also file this statement from 
Congressman Keogh of New York, which lists 65 theaters that have 
closed in his district. 

The CuarrMan. Without objection, it will be included in the record. 

(The statement referred to is as follows:) 


STATEMENT OF HON. EUGENE J. KreoGu, or New YorxK 


Mr. Chairman, it is with deep appreciation that I take the liberty of submitting 
a statement in support of the pending bill to eliminate the motion-picture theater 
admission tax. I have had the opportunity over the last few years to become 
somewhat familiar with the economic situation facing the neighborhood motion- 
picture theaters, particularly those in Brooklyn, and it is upon this observation 
and conversations with those who know the conditions with which the industry 
is faced that I make the following statements of fact: 7 

It is not too much to say that continuance of the Federal 20-percent admission 
tax on motion-picture theater admissions may mean extinction of the picture 
industry. 

Startling as this statement may sound, it is amply supported by figures, 








: 
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During the last 5 years, 1948-52, a period which has seen almost all segments 
of American business progress to new heights of prosperity, the motion-picture 
business, almost alone, has followed a declining arc. 

In 1946 the industry grossed $1,535 million. 

In 1952 this gross had dropped to $1,050 million, a decline of $400 million. 

During this period I am told that 4,500 motion-picture theaters have been forced 

to close. In the last few weeks several have closed in my own district in Brook- 
lyn. In the State of New York 318 theaters have closed since 1947. 
I have also been told that an examination of the books of the majority of 
theaters that have closed in my district, and elsewhere, would disclose this 
startling fact: In most cases, the amount of money collected and paid over to 
the Government exceeded the losses of the theaters. In other words, there are 
thousands of theaters today which are functioning purely as a tax collection 
agency for the Government. 

Television obviously has had a great deal to do with this decline. But I am 
convinced that the main cause of this industry’s present crisis is the 20-percent 
Federal admission tax. The reason for this is that the tax has placed an irre 
movable ceiling on theater-ticket prices, which has made it impossible for theater 
owners to pass increased operating costs on to the public. While theater reve 
nue has declined 29 percent, wage and salary costs have risen 32 to 48 percent 
and material and equipment costs 35 to 70 percent. 

Despite TV and other competitive factors, there are still enough millions of 
moviegoers to keep the industry alive. There is enough money being willingly 
paid in at the Nation’s box offices to keep theaters open until they pass through 
the present adjustment crisis. However, there are not enough customers or 
money if 20 percent is skimmed off the top of every dollar, or every fifth cus 
tomer must be admitted as a guest of the Federal Government. No retail busi 
ness can exist on that uneconomic basis. 

The decline in theater business is reflected in admission-tax returns reported 
by the United States Treasury. Government revenue from admission taxes 
(from motion-picture theaters) has decreased from an estimated $350 million in 
1986 to $215 million (estimated) for 1952. 

I have been informed that the industry believes that not over $202 million will 
come from movie tickets in 1953 and that some 60 percent of that amount could 
be directly recovered by the Government in other taxes which will be collectible 
if theaters are permitted to stay open. A closed theater certainly is no asset to 
the Treasury. 

The Federal admission tax on motion-picture theaters is discriminatory. It is 
ruinous to an American industry. It is causing unemployment. It is harmful to 
small business, since whenever a movie theater is forced to close, other business 
values in the neighborhood suffer. It is also, as I have shown, rapidly becoming 
unproductive of income for the Treasury. 

I am taking the liberty of incorporating in this statement the following list of 
motion-picture theaters in New York City which were closed during the period 
1947-53 and have remained closed. Many of these are in the district which 
I represent. 

Mr. Chairman, I respectfully urge the committee to give favorable considera- 
tion to the bill, H. R. 157. 

(The list of theaters has been filed with the committee. ) 

Mr. Coorer. Mr. Chairman, I ask unanimous consent that all Mem- 
bers of the House and Senate desiring to file a statement in the hearings 
may have permission to so do by contacting the clerk of the committee. 

The CHamMman. So ordered. 

Mr. Foranp. Mr. Chairman? 

The CHarrman. Mr. Forand. 

Mr. Foranp. I ask unanimous consent to file a list of motion-picture 
theater operators in Rhode Island who asked me to insert their names. 

The CHatrmMan. Without objection, it is so ordered. 

(The information referred to is as follows:) 

The following motion-picture theater operators in Rhode Island urgently re- 
quest the Committee on Ways and Means to favorably consider and report the 
Mason bill, H, R. 157: 

Uptown Theatre, Providence 
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Walter B. Harman, Darlton Theater, Pawtucket 

Broadway Theatre, Milton S. Currie, Pawtucket 

Westerly Theatre Operating Co., Morris Pouzzner, Westerly 
T. Rosenblatt Community Theatre, Centerdale 

J. Pizzi, Smithfield Amusement Corp. 

Association Theatres, Inc., Providence 

Strand Theatre, Providence 

Maurice Safner, Lafayette Theatre, Central Falls 

Melvin Safner, Laurier Theatre, Woonsocket 

Bill Henry, Park Theatre, Woonsocket 

George Erinakes, Kent Theatre, East Greenwich 

Chester J. Currier, Lincoln Theatre, Valley Falls 

L. E. O'Keefe, Empire Theatre, Block Island 

Elsie C. Emery, Treas., Hope Theatre Co., Cranston 
William Deitch, Palace Theatre, West Warwick 

Edward M. Fay, president, Theatre Owners of Rhode Island, Providence 


Mr. Kine. Mr. Chairman, I ask unanimous consent that Congress- 
man Morgan M. Moulder, of Missouri, be permitted to extend his re- 
marks in the record. 

The CHarrMan. Without objection, it is so ordered. 

(The statement referred to is as follows:) 


STATEMENT OF HON. MORGAN M. MOULDER, OF MISSOURI 


Mr. Chairman and members of the committee, first, I want to commend the 
chairman and members of this great committee of the House of Congress for 
its speedy and efficient work and especially for your hearing and consideration 
of the Mason bill, H. R. 157. 

The 20 percent tax levied on the people to gain admission into a theater to see 
a motion picture is discriminatory and unreasonable It is a tax on school 
children and millions of citizens who can afford no other entertainment. There 
is no admission tax on persons who can afford the beaches and luxurious resorts, 
but those who cannot so afford and who want to see a motion picture of such 
scenes are subjected to a 20 percent admission tax 

I have received hundreds of letters and cards from citizens of my district com- 
plaining against the theater admissions tax. Theater owners, managers, and 
employees of the many theaters in my district have discussed this unjust tax 
with me. The advent of television has already forced thousands of theaters out 
of business. Every theater is grossly overtaxed with State tax, city license, tax, 
income taxes, and if this 20 percent admission tax is not repealed many more 
theaters in small towns and cities will be compelled to close their doors and 
cease operation. 

Furthermore, the repeal of the 20 percent admission tax as provided by H. R. 
157 will not in fact result in loss of revenues. It will save the profitable opera- 
tion of the motion-picture industry, its employment of many employees, and the 
payment of enormous income taxes now collected therefrom. That source of 
Federal revenue will be lost if the theaters of America are forced to close by 
continued imposition of the exorbitant and unreasonable admission tax. 

Every member of this highly respected committee knows that H. R. 157 will 
be approved by an overwhelming majority vote of Congress. That is conclusive 
proof of its merits and I respectfully urge the committee to favorably report 
H. R. 157 to the House 


The CuatrmmMan. Next we have Hon. Harold C. Hagen. of Minnesota. 


STATEMENT OF HON. HAROLD C. HAGEN, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MINNESOTA 


Mr. Hagen. Mr. Chairman, my name is Harold C. Hagen of the 
Ninth District of Minnesota, the most northern congressional district 
in the United States in the land of good fishing and good hunting. 

I ani lieve in support of H. R. 157 and other bills of a similar nature 
which will repeal the admission taxes. I have also introduced a some- 
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what similar bill, H. R. 1023, and of course that along with the other 
will be considered by your committee. In my opinion the small town 
theater is very often the center of community life, and today the 
economic health of the small town theater is not good. 

I am sure this legislation if approved by your committee and the 
Congress, which I feel sure it will be, will greatly help and heal the 
sickness of this great industry. You have heard and will hear many 
arguments of a more detailed nature for this legislation and, there- 
fore, I will not present them to you at this time. 

However, with your permission I would like to file for the record of 
the hearings seven letters I have received from seven different theaters 
in my own district and in Minnesota and lowa supporting this legisla- 
tion. 

The CHarrMAN. Without objection, so ordered. 

(The letters referred to are filed with the committee. ) 

The Cuatrman. We thank you for your appearance and the con- 
tribution you have made here. 

Mr. Hagen. Thank you, gentlemen. 

The CHatrmMan. The next witness is Hon. Wayne L. Hays, of Ohio. 


STATEMENT OF HON. WAYNE L. HAYS, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF OHIO 


Mr. Hays. Mr. Chairman and members of the committee, I am 
eae L. Hays, representing the 18th Congressional District in Ohio. 
I do not have a prepared statement, but I would like to say a few 
words in support of this measure. I think the committee already has 
information in its hands which will show that this tax has already 
reached the point of diminishing returns. 

In addition to that, I would like to point out that in my district, and 
[ think it is true in the districts of many others who have testified, 
many of the theaters in smaller towns are being forced out of busi- 
ness, and when that happens you have a loss in taxes of the people 
employed there, income taxes and other contributions that they make 
to the cost of running the Government. 

I would like to point out also that this tax was put on as a wartime 
measure at a time when revenues in all forms of business were on the 
increase, and that it was during the war easily absorbed. 

Now with a different situation, the competition from television, it 
is a thing that is causing many of these theater owners to go out of 
business. 

I would like to say that in many of the towns in my district tele- 
vision is not a competitor to the movie houses, and if the Federal 
Communications Commission continues on its rapid program of grant- 
ing licenses, probably will not be in my lifetime, but nevertheless in 
the smaller towns the 20-percent tax has forced many of these theaters 
to darken their doors and to go out of business, and it seems to me that 
now is the time and place to do it and give these people a chance to 
operate with a little bit of profit rather than a loss and forcing them 
out of business. 

I want to thank the committee for allowing me to appear. 

The Cuairman. We thank you for your appearance, Congressman, 
and for your contribution. 

Mr. Hays. Thank you, gentlemen. 
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The CuHamman. Mr. Eberharter will inquire. 

Mr. Esernarrer. I would like to ask the gentleman from Ohio, 
in that area where television is no competition, what is the reason, 
if you know of any, why the attendance at theaters has fallen off? 

Mr. Hays. Well, I think perhaps one thing has been the fact that 
the prices, they have been forced to keep their prices a little bit higher 
than people want to pay. Of course, there are probably a lot of other 
reasons. I cannot explain just why the attendance has fallen off: 
perhaps there are numerous ones. I do know in small towns where 
television reception is not eood enough, where it would be considered 
# competitive factor—— ; 

Mr. Evernarrer. The prices to movie houses have not increased by 
a higher percentage than that of any other amusement, and I was 
wondering if you had the opinion that the quality of performances 
presented had fallen so low that they were losing in their attendance. 

Mr. Hays. I will say in all candor, gentlemen, that I think it would 
have some effect on it, but on the other hand I am surprised as the 
owner of a television set to hear that that is much of a competition be- 
cause if you can get any lower quality than you see most of the time 
on television, I would like to run into it some time for just variety’s 
sake, 

Understand, I am not a theater owner, and I am not an attorney 
employed by them; I am not an attorney; I am just expressing a 
layman's opinion there. 

Mr. Esernarrer. You say something I sort of agree with, and I 
know many people say to me they used to watch television 3 or 4 hours 
a day, and now they can be satisfied with just seeing one performance 
every 2 or 3 days, and perhaps the industry is surfeit with poor plays 
and perhaps that is true with productions coming out of the district 
of my friend, Cecil King there, the performances are not worth at- 
tending. 

Mr. Hays. I feel confident if there were better quality pictures it 
would help some. But I also feel that the removal of this admission 
tax would help the individual theater owner in the situation in which 
he finds himself. 

Mr. Esernmarrer. You have been very helpful. 

The CuatrMan, Any other questions? 

Thank you very much for your appearance. 

Mr. Hays. Thank you, gentlemen. 

The CnamrMan. The next one is Hon. Robert E. Jones, Jr.. of 
Alabama. 


STATEMENT OF HON. ROBERT E. JONES, JR., A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF ALABAMA 


Mr. Jones. Mr. Chairman, I am Robert E. Jones, Jr.. and I repre- 
sent the Eighth Congressional District of Alabama. 

I am here today, Mr. Chairman, in support of H. R. 157 by Mr. 
Mason of Illinois and earnestly hope that the committee will adopt 
this resolution. 

The CHatrrMAN. We thank you. 

Are there any questions ? 

We thank you for your appearance and the information vou have 
given to the committee. ‘ 
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Mr. Jones. Thank you, gentlemen. 
The Cuarrman. The next witness is Hon. William C. Lantaff, of 


Florida. 


STATEMENT OF HON. WILLIAM C. LANTAFF, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF FLORIDA 


Mr. Lantarr. Mr. Chairman and members of the committee, I have 
for presentation to the committee copies of statements furnished me 
by two groups of theaters in the greater Miami area. Those state- 
ments generally show that for the first 3 months of this year the 
theaters represented in the overall section of Miami have suffered 
operating losses running from 6 percent to 33%» percent. 

That is ordinarily the peak of the season for that industry in south 
Florida, and yet during that peak they have operated at losses of 
from 6 percent to 33%» percent, 

Another statement from another group of theaters has not been re- 
ceived as yet, and I would like to request permission of the committee 
to file it at this point in the record when it is received. 

The CuamrMan. Without objection, so ordered. 

(The prepared statement of Mr. Lantaff follows :) 


STATEMENT OF HON. WILLIAM C. LANTAFF, OF FLORIDA 


Mr. Chairman and members of the Ways and Means Committee, I appreciate 
the opportunity of appearing before you to urge favorable consideration of 
H. R. 157 which seeks to repeal the 20-percent excise tax on theater admissions. 

The plight of the motion-picture industry in general is well known to you and 
thus, the evidence I am presenting to you today is confined to the situation with 
which the motion-picture industry in my district finds itself. 

For your consideration, I offer for incorporation into the record a general 
statement entitled “Facts About Theaters in South Florida,” and another letter 
from the Claughton Theaters concerning operation of that circuit of 14 theaters. 
I understand that another group of theaters is forwarding to me a similar 
statement and I request permission to incorporate it into the record at this point. 

Rising operative costs and general tax increases, coupled with the 20-percent 
excise tax, have forced theater owners to fix ticket prices at such a figure that 
it is actually discouraging patrons from attendance. The 20-percent admissions 
tax could well be the “straw that broke the camel’s back,” with a resultant loss 
of other tax revenues to the Government and widespread unemployment. 

I sincerely hope that this committee will act favorably on H. R. 157. 


(The statement and letter referred to have been filed with the 
committee. ) 

Mr. Lanrarr. I have nothing further to present. I have copies 
of my statement for the members of the committee. 

The CuatrmMan. Thank you very much for your appearance. 

Mr. Lantarr. Thank you, gentlemen. 

The CuatrmMan. Next we have Hon. Henderson Lanham, of Georgia. 


STATEMENT OF HON. HENDERSON LANHAM, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF GEORGIA 


Mr. Lanuam. Mr. Chairman and gentlemen, I am Henderson Lan- 
ham and represent the Seventh Congressional District of Georgia. 

I do not have a prepared statement, but I am happy to appear and 
support this resolution. Now I realize that it is a statesmanlike thing 
that we Congressmen are doing today. I have heard a statesman 
defined as a man who votes against all taxes and for all appropriations. 








68 ADMISSIONS TAX ON MOTION-PICTURE THEATERS 


I may be wrong about that; that may be the definition of a politician, 
but at any rate I am happy to be here and ask for the repeal of this 
tax, and to be serious for a moment, I do it because I have been con- 
vinced within the last few months that we are about to destroy or 
greatly cripple this industry which is of so much pleasure and satis- 
faction to people who probably are not able to indulge in other forms 
of amusement. 

I think as has been testified today that this tax has approached the 
point of diminishing returns and that we are about to destroy an 
industry that ought to be encouraged. I realize that your first duty 
is to see that there are ample funds, ample revenue, especially during 
these times when we must think first of all of the national security. 

But if this tax has reached the point of diminishing returns and 
if it can be done without injury to our fiscal position, I hope that this 
resolution, H. R. 157, will be reported favorably by the committee. 

The Cuatrman. We thank you, Mr. Lanham, for your appearance 
and for the information you have given the committee. 

Mr. Lanuam. Thank you, gentlemen. 

The Cnatrman. The next witness is Hon. D. R. Matthews of Florida. 


STATEMENT OF HON. D. R. (BILLY) MATTHEWS, A REPRESENTA- 
TIVE IN CONGRESS FROM THE STATE OF FLORIDA 


Mr. Marruews. Mr. Chairman, this is D. R. Matthews from the 
Eighth Congressional District of Florida. 

With your permission, I would like to file a statement that I have 
prepared, and I would like to say that the problems of my district, a 
predominantly agricultural district, are similar to the problems that 
have been explained by the gentleman from Mississippi, Mr. Aber- 
nethy, and others. I am very much in favor of this bill, and I cer- 
tainly hope it passes. Thank you very much. 

The Cyaan. We thank you very much for your appearance and 
for the information you have given. 

(The statement referred to is as follows:) 


REMARKS ON H. R. 157 By D. R. (BIrLty) MATTHEWS TO THE HOUSE COMMITTEE 


Mr. Chairman and gentlemen of the committee, I appreciate the opportunity 
to testify for the Mason bill, H. R. 157, which if passed, will remove the 20 percent 
Federal excise tax as it applies to admissions to motion-picture theaters. 

I represent the 8th Congressional District of Florida, composed of 15 counties, 
all of them agricultural counties. The largest city in my district has a popula- 
tion of about 35,000. Most of the county seats of the district have about 3,000 to 
7,000 people. 

The chief source of amusement for many people of my district is the small 
motion-picture theater, operated by local citizens who have a splendid community 
spirit. I have gone into many of these theaters, have enjoyed the pictures which 
were shown, and have admired the efficiency of operation evidenced by these local 
operators. 

Because of the 20 percent Federal tax on admissions to theaters, I am fearful 
that the operators of many of these theaters in my district will soon be put 
out of business. I do not want to deal in general terms so will discuss some 
specific examples. I want to te ~ you about the operation of four theaters in my 
district owned by Mr. Harlow Land, of Mayo, Fla. His motion-picture houses 
are located in 4 out of the 15 counties in my district, in the towns of Mayo, 
Chiefland, Trenton, and Branford, Fla. Two of these towns are county seats of 
their respective counties. 
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Below is the audited records for these theaters in 1950: 


Total admissions__-_ iia incense it htelan tebe teaipeas: Jaite sient cee tabbbnbabebacen $36, 351. 55 
Less Federal admission tax __.............---__--- bbb dictiedheaclpadete 5, 690. 83 


"etal as pe eee tres wit . atu imme, ee 
Other income (popcorn, candy, te.) a betaine o 
Total ; ie iad seve iniinaiteaoesis:  a 


Less operating expense pls. Slatiniad eee 805. 43 


Loss for 1950__- 3, 954. 44 


Now the figures for 1951 show some improvement because Mr. Land was forced 
to increase admission prices over 1950 by 47 percent. These prices can go no 
higher. You will note there is still a loss. Below is the record for 1951: 


Total admissions $45, O80, 53 


Less Federal admission tax__- ¥ebia sleet outs , 131. 45 > 
WOO. iia set — roe was ....._. 37,949. 08 
Other income (popcorn, candy, etc.) a 9, 462. TO 
Total ; ; ; aaa meen, ey ere 
Less operating expense boat Jcsnnn 46, CORSO 


Loss for 1951 


ded ill Ay Tiina ina Leah tiesto 524. 72 


I do not have the figures for 1952, since this information was given to me last 
November, but I understand from Mr. Land that he has suffered a substantial 
loss in operations in 1952. 

Mr. Land estimates that he needs nearly $50,000 worth of improvements on 
the theaters that he operates, and he would be willing to spend this money if he 
could show a profit in his business. I want to help him and the hundreds of 
others like him by repealing this 20 percent tax on theater admissions. I believe 
this tax is the principal reason for losses in theater operations in my district. 
Mr. Land has had to curtail operations in his Trenton Theater, and the others 
must soon close if he does not get relief. Here is a case of taxing to the point 
not only of “diminishing returns,” but to the point of no returns at all. ‘These 
small-business men will be forced out of business if we do not give them relief, 
and many people of small incomes will be denied wholesome amusement. 

Many citizens in my district who have no ax to grind in this matter have written 
me asking for my support of the Mason bill. They have told me that since 1947, 
44 theaters in the State of Florida have closed. They don’t want the theater 
operators to be treated more favorably than other citizens, but they want them 
to have the same treatment. I concur in this opinion and hope the Mason bill 
will be enacted into law. 


The CuHatrmMan. The next witness is Hon. John L. MeMillan, of 
South Carolina. 


STATEMENT OF HON. JOHN L. McMILLAN, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF SOUTH CAROLINA 


Mr. McMitran. Mr. Chairman and members of the committee, I 
want to thank you for giving me an an aeet to present a state- 
ment in support of Mr. Mason’s bill, H. R. 157. I have a prepared 
statement and 3 or 4 letters that I would like to stesas for the record. 

The Cuatrman. So ordered. 

The statement referred to is as follows:) 


STATEMENT BY CONGRESSMAN JOHN L. McMILLAN, oF SouTH CAROLINA 
Mr. Chairman and members of the Ways and Means Committee, I am very 


much interested in the Mason bill, H. R. 157, which is now before your committee 
for consideration. I, as you probably know, introduced a similar bill. How- 
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ever I am only interested in having the 20-percent Federal tax on theater admis- 
sions abolished at the very earliest possible date. 

We all know that theaters throughout the country have suffered to a great 
extent on account of television. We also know that the motion-picture theaters 
are about the only form of entertainment the poor man and his family can afford 
at this time. I am certain that it will be necessary for a number of movie houses 
in my district to close their doors within the next year unless the admission tax 
is removed. 

I voted for this admission tax during World War II with the impression that 
the tax would be removed immediately after the end of the war. We, of course, 
have been having a war with Korea during the past 2 years which has incurred 
an additional great expense to this country. However, I am absolutely certain 
that a number of thriving small-business concerns will greatly suffer unless the 
Congress removes this tax and other excise taxes at an early date. 

I would like to inser€ at this point in the record a letter from Mr. D. J. Stall- 
worth, owner and operator of a theater in my district; also a letter from Mr. 
Stanley A. Benson, another theater owner and operator in my district; and a 
letter from Mr. Howard Anderson, theater owner and operator in my district. 
I would also like to insert a letter from Mrs. Letha B. Huggins, of Heming- 
way, S. C. 

(The letters referred to have been filed with the committee. ) 

Mr. McMitian. I would like to state that during my visits to South 
Carolina over the summer months I had an opportunity to check the 
records of a number of theaters in my district. It is my opinion that 
all the theaters in my district would be compelled to close their doors 
if the operators were not in some other type of business. I hope that 
this committee will approve the Mason bill at the very earliest pos- 
sible date. 

Phe CHarrMan. We thank you very much for your appearance and 
the information you have given. 

Mr. McMitian. Thank you, gentlemen. 

The CHairman. The next witness is Hon. George H. Mahon, of 
‘Texas. 


STATEMENT OF HON. GEORGE H. MAHON, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF TEXAS 


Mr. Manon. Mr. Chairman, T do not want to cumber unduly the 
record here on the proposed resolution. Last fall when I was at home 
in my district I met with the theater owners of the area, and I was 
shocked to learn that many of them while collecting considerable taxes 
for the Government were operating perhaps at a loss and some of them 
certainly had a very narrow margin of profit. 

It seems to me that this industry is entitled to relief. I realize that 
there are probably theaters that do not need the relief as much as 
others, but the situation is so critical that I have come to believe that 
the House should take favorable action on the pending resolution and 
repeal the theater-admission tax. I want to thank the committee for 
this opportunity to appear and discuss a subject of great importance 
to many good American businessmen. 

The Cuarrman. We thank you, Mr. Mahon, for your appearance 
and for your contribution. 

Mr. Manon. Thank you, gentlemen. 

The Cuatrman. The next witness is Hon. Donald W. Nicholson of 
Massachusetts. 
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STATEMENT OF HON. DONALD W. NICHOLSON, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF MASSACHUSETTS 


The Crairman. Mr. Nicholson, we know you as a colleague, but 
for the record will you please identify yourse lf? 

Mr. Nicuotson. My name is Donald William Nicholson from the 
Ninth Congressional District of Massachusetts, and after listening to 
everybody on this proposition, Iam very much in favor of Mr. Mason’s 
bill. 

The CuarrmMan. Any questions ? 

Mr. Esernarrer. Mr. Chairman ? 

The CHatrman. Mr. Eberharter. 

Mr. Exernarrer. This is not the only tax reduction bill he is in 
favor of, is it? 

Mr. Nicnotson. I will do away with all of these miserable excise 
bills you have on there, and then I want to send a few billion away 
to Kurope to make up for it. 

The Cuamman. Thank you very much for your appearance and 
for your contribution. 

Mr. Nicuotson. Thank you, gentlemen. 

The Crarrman. The next witness is Hon. W. F. Norrell of 
Arkansas. 


STATEMENT OF HON. W. F. NORRELL, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF ARKANSAS 


Mr. Norrett, Mr. Chairman, I want to add one more member to 
the list of those in favor of the pending bill before you or something 
similar. It serves no useful purpose for me to describe to you the 
condition of my theater managers; it is the same as the others except 
that I would like to emphasize that this is a tax largely on the school 
children and those that are not old enough to go to school, and frank- 
ly, I think we ought to be able to get our money from some other 
source. 

Now I know it is an easy thing to advocate a tax reduction. Some- 
one will say, “You ought to tell us how we are going to run the Gov- 
ernment with less taxes.” I say that it will be an easy matter if we 
will all do our part to reduce the spending bills, to place this budget 
in substantial balance, and at the same time pass this bill, and may 
I add, H. R. 1, the so-called Reed bill, which I propose to vote for if 
I ever get a chance. 

Now I am on the spending committee of this House. I have dis- 
covered that as long as you have money in the bank, so to speak, it is 
hard to get this spending down to where it will not exceed the amount 
of money that you have. Maybe the Government is like a taxpayer. 
Maybe I have my earnings; I know what I make. Maybe I ought to 
cut my spending to suit my income. 

Mr. Mason. That is the sensible attitude. 

Mr. Norretu. That is the attitude I have taken on my committee 
for 15 years. I believe that we can reduce these taxes and still put the 
budget in substantial balance if we, like a man who has been earning 
a sali ary, he determines what his salary is, and then he proceeds to 
determine what he can spend. Let us determine what our income is 
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going to be, and let us then not spend in excess of that income. We can 
do it and at the same time pass this bill, at least eliminate all increases 
what we have made since the beginning of World War II. 

I ask for permission to allow me to extend my remarks. 

The CHarrman. We want to thank you for that very splendid pres- 
entation, and I congratulate you upon it. 

Mr. Mason. It is sound, good commonsense. 

Mr. Norrevi. Thank you, gentlemen. 

The CuarrMan. I have not heard from a very distinguished gentle- 
man in the room who is reducing expenditures, Hon. Clarence Cannon 
of Missouri. Would vou W ish to make a statement ? 


STATEMENT OF HON. CLARENCE CANNON, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MISSOURI 


Mr. Cannon. Mr. Chairman, I thank you very much for the op- 
portunity. 

[ have not had an opportunity to study this matter; I came down to 
get some information. I should be glad if you would permit me to 
remain and hear some of the testimony. 

The Cuatrman. Thank you. 

Our next witness is Hon. Walter Rogers of Texas. 


STATEMENT OF HON. WALTER ROGERS, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF TEXAS 


Mr. Rogers. Mr. Chairman and members of the committee, I have a 
prepared statement, a very short one. 

My name is Walter Rogers, and I represent the 18th Congressional 
District of Texas. The statement is very short, but I think it touches 
on the sore spots that have been caused by this tax that to me has been 
most discriminatory. As a matter of fact, it has progressed beyond 
that now and has become confiscatory in many instances. 

The picture-show people in my district have met with me on several 
occasions and have proven to me that they are indulging now in a 
civic enterprise rather than a profitmaking business; that they cannot 
possibly pay their bills and pay this tax and stay in business. 

Well now, those shows are a part of the American scheme in those 
small communities where they have no television. The trouble about it 
is that the warmth that is generated by these picture shows and the 
places where these people gather in these communities, if that is lost 
it is going to do tremendous damage to these communities. 

Now T am for Mr. Mason’s bill; as a matter of fact, I had hoped that 
it would be extended to include some other endeavors that are also 
sorely damaged by this tax that has been placed on admissions. 1 
talked to Mr. Mason about that this morning, and he told me that it 
was not to be discussed today, and I certainly do not want to violate 
the rules of the committee, but I did want to put that in, that I think 
there is more work to be done, but if we can get this done, we will do 
a lot for the people. 

The CuarrMan. Thank you very much. 

Without objection, the statement will be placed in the record. 

(The statement referred to is as follows :) 
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STATEMENT BY HON. Watrer Rocers, MEMBER oF ConGress, 18TH CONGRESSIONAL 
DIsTRICT oF TEXAS, IN Support or H. R. 157 


Mr. Chairman, and Members of the committee, I appear before you today 
in support of the bill introduced by Congressman Mason, of Illinois, numbered 
H. R. 157. The relief offered by this measure to the people engaged in the opera- 
tion of moving-picture theaters is long overdue. I can fully appreciate the need 
for money with which to run the business of the Federal Government ; however, 
need alone cannot possibly justify a tax measure that is discriminatory. In fact, 
due to the turn of events in recent years, this tax has not only been discrimina- 
tory, but in a great number of instances has actually reached the proportions of 
confiscation. Many of the owners of small theaters in the smaller towns have long 
complained about this admissions tax and have repeatedly told me that their 
continued operation of their moving-picture houses in the smaller communities 
had become a civic enterprise on their part rather than the operation of a small 
business for profit. Many of them tell me that they have had to resort to other 
endeavors in order to provide sufficient income with which to meet the require- 
ments of their own and their family’s expenses. They have supported their 
contentions by exhibiting to me information and data which proves that their 
contentions are correct. The larger theaters in the cities in my district did not 
complain too much several years ago. The reason for this was probably be- 
cause they did not have television in that area. Television stations have recently 
been erected in this area and the impact has been felt by these moving-picture 
houses. They have begun to complain to me that their sales have been so 
drastically reduced that they cannot long absorb the ensuing losses, 

The moving-picture theaters in the smaller communities have been almost a 
necessity for a balanced economy and proper growth of these smaller towns. 
These theaters have been not only a source of entertainment for those in the 
surrounding community, but have served as a gathering place for the people 
and have contributed much to the stability of other business in these communi- 
ties. Actually, they have become an American institution, and it seems to me 
that a great injustice will be done, not only to the owners of these theaters but 
to the communities which they serve, if they are to be taxed out of business. 
In fact, I believe that the tax revenues generated by the existence and operation 
of these theaters amounts to much more than is being collected from them under 
the admissions tax. Certainly, it would be inviting the law of diminishing 
returns if the Congress is to continue this tax when the result is so obvious. 

I sincerely hope that this committee will see fit to remedy this situation and 
give the House an opportunity to pass upon this measure and to fully debate 
the same on the floor. 

I would much prefer that many other endeavors that are affected by this 
admissions tax be included in this bill, and I hope that the committee will see 
fit to amend it and to include in the exemptions such projects as community- 
wide projects, civic enterprises, programs put on by educational institutions, 
and other endeavors, most of which are in the nature of civic enterprises or for 
philanthropic purposes. 


The CuHatrMan. The next witness is Hon. Frank FE. Smith, of 


Mississippi. 


STATEMENT OF HON. FRANK E. SMITH, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MISSISSIPPI 


Mr. Smitn. My name is Frank Smith. I am from the Third Dis- 
trict of Mississipp1. 
Mr. Chairman, I am placing a prepared statement in the record. 
The CuarrMan. So ordered. 
(The statement referred to is as follows:) 
STATEMENT OF HON. FRANK E. SMITH, MISSISSIPPI 
The consequences of the continued imposition of the Federal 20-percent ad- 


missions tax on movie theaters are fatal on two counts. In the first place, 
it is causing a crisis in the industry. In the second, it no longer serves the 
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purpose for which it was intended—as a source of revenue to the United States 
Treasury. Iam therefore supporting efforts to repeal the admissions tax. 

In combination with severe tax-free competition from television and inflated 
costs, the Federal tax has produced a depression the extent of which the general 
public is unaware. From 1946 to April 1953, a total of 5,038 theaters have been 
forced to shut down. In the first 90 days of 1953 they were closing at a rate of 
3 aday. The contrast with conditions in the rest of the economy is dramatic. 
While the gross national product was rising 69 percent from 1946 to 1952, the 
movie theaters were suffering a decline in total net income of 30 percent. 

The real situation, moreover, is concealed by the fact that thousands of 
theaters are remaining open while absorbing losses in the sole hope that the tax 
will be removed in this session of Congress. Should they be disappointed in 
that hope, it is calculated that theater closings will immediately exceed the rate 
of 3 a day and the total number for 1953 reach a depressing figure of 5,347. 

secause of the nature of an industry whose commodity is entertainment, the 
20 percent paid to the Government represents what would otherwise be profits. 
With the prices on other commodities up at least 25 percent under postwar infla- 
tion, the optimum rise in admission prices that the theaters could afford to carry 
off was a fraction over 10 percent. Any attempt to charge higher prices would 
result in a loss of income. Removal of the tax, then, would mean a recovery of 
profits by just that much. 

While theaters all over the country were not permitted to participate in the 
general income rise, they still had to swallow the general increase in costs. An 
analysis of movie theater income, in fact, will show that the sideline business 
of selling popcorn, candy, and soft drinks is the only reason the loss of profits 
has not been completely disastrous. Without income from these concessions, 
exhibitors would have operated last year in the red by some $148 million. 

The argument for admission-tax repeal becomes doubly telling when figures 
projected for 1953 suggest that, instead of gaining tax revenue, the Treasury 
may be losing revenue. Without tax relief, it is estimated, more than 5,000 
theaters now operating in the red can be expected to close very quickly. As a 
consequence, the Treasury would lose a substantial portion of the 20-percent 
revenue, as Well as a good hunk from corporate taxes on producers and operators. 
With the tax repealed, the gain in revenue from corporate and personal taxes 
would more than offset the loss of revenue from the admission tax. Even if 
these estimates were to prove optimistic, it is plain that any loss in total taxes 
would be negligible. 

I note that opponents of this legislation make much of the argument that the 
big city movie houses are today operating at capacity. This is the case in a 
few of the large theaters in our larger cities, but the cold figures prove that the 
situation is exactly opposite in the small towns of the country where the theaters 
are a far more vital part of community life. 

I can offer a good example of what is happening all over the country by refer- 
ence to profit-and-loss figures from one of the theaters in my district. This 
theater, representing an initial investment of $135,000, actually sustained a small 
loss on film operations in the latter months of 1952. The $2,000 plus it made on 
the sale of popcorn, candy, and other merchandise kept the total operation from 
being a loss. Like thousands of other theaters, its position has deteriorated 
steadily since 1946. During the period of over 6 years, total net profits were just 
short of $14,000, or a percentage profit of just over 3 percent based on total 
income from operations. This is low enough, but with serious competition from 
television beginning in 1950, profits have finally slumped below the line. Over 
this same period the admission taxes paid to the Treasury amounted to some 
$90,000. You can draw your own conclusion. 

Since the Federal adm‘ssion tax is doing grave injury to the theater industry 
without contributing a net gain of revenue to the Government, I strongly urge 
the committee’s favorable action 


Mr. Smiru. I merely want to be here in person to express my 
interest in the legislation you are considering and hope you will find 
an opportunity to take favorable action upon this bill. 

The CHairman. We thank you very much for your appearance and 
contribution. 

Mr. Smitru. Thank you, gentlemen. 

The Cuamman. Next is Hon. Homer Thornberry of Texas. 
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STATEMENT OF HON. HOMER THORNBERRY, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF TEXAS 


Mr. THorneerry. Mr. Chairman, I am Homer Thornberry, and I 
represent the 10th Congressional District of Texas. 

I am here to ask and to urge this committee to give careful con- 
sideration to this bill and ask permission to submit a statement at 
this time. 

The Cuairman. We thank you for your appearance and for the 
statement, and without objection, your statement will go in the record. 

(The statement referred to follows: ) 


STATEMENT OF HOMER THORNBERRY, MEMBER OF CONGRESS, 10TH CONGRESSIONAL 
District or TEXAS 


Mr. Chairman, I want to thank you and the members of this committee for 
giving me the opportunity to appear and urge your careful and favorable con- 
sideration of this bill, which will afford relief to those citizens who are engaged 
in the business of exhibiting motion pictures in this country. 

Like you, I have been impressed with the very excellent case made by those 
gentlemen who appeared here this morning on behalf of the Council of Motion 
Picture Organizations, Inc. I respectfully urge that they have shown the acute 
need for consideration of this measure before you today. 

Because they have presented to you the figures and facts which justify, in 
my opinion, the affording of relief which is sought in this bill, I will not take 
your time to present facts and figures which have been made available to me. 
I do want to point out, however, that from the information presented to me by 
the citizens who are engaged in the motion-picture theater business in the 10th 
Congressional District of Texas, I am convinced that the present Federal excise 
tax on admissions to motion-picture theaters is one which is discriminatory and 
one which at this time is proving to be a heavy burden on these businessmen. 
From the communications which these citizens have sent me, and from the 
personal discussions I have had with them, I know that they are faced with 
the possibility of continued loss which, in the end may cause them to close their 
business. I happen to know that these gentlemen are men who have made an 
outstanding contribution to the civic and community activities of our area and 
that they are entitled to consideration at our hands. 

For the information of the committee, I would like to list the names of the 
citizens who are engaged in the business of exhibiting motion pictures in the 
10th Congressional District of Texas, who have contacted me and told me of 
their interest in H. R. 157, which was introduced on January 3 of this year: 


M. B. Barrow, proprietor, Joy Drive-In Theater, Johnson City, Tex. 

BE. W. Hegman, Ritz Theater, Austin, Tex. 

W. E. Hellums, city manager, Interstate Circuit, Inc., Austin, Tex 

wddle Joseph, owner, Eddie Joseph Theaters, Austin, Tex. 

Louis Novy, Trans- Texas Theaters, Ine., Austin, Tex. 

W. W. Rucker, owner, Rock Theater, Round Rock, Tex. 

Hon. R. O. Smith, former mayor of Marble Falls; motion-picture theater owner, 
Marble Falls, Tex. 

W. W. Weidner, manager, Taylor a Co., Taylor, Tex. 

Hon. F. W. Zimmerman, former mayor of San Marcos; proprietor, Palace-Texas- 
Hays, King Drive-In Theaters, San Marcos, Tex. 


In this connection, I would like also to call to the attention of the members 
of this committee the report of the Senate Small Business Committee which 
describes the distress which this business faces at this time. 

I deeply appreciate the time which the committee has given me, and I express 
the hope that the committee will see fit to grant the relief which these gentlemen 
seek, 


The CuatrmMan. The next witness is Hon. James E. Van Zandt. 
33127—53-——-6 
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STATEMENT OF HON. JAMES E. VAN ZANDT, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF PENNSYLVANIA 


Mr. Van Zanpr. James E. Van Zandt of the 20th Congressional 
District of Pennsylvania. 

Mr. Chairman, like my colleagues who have appeared before you, 
I join in the support of legislation that will re peal the Federal tax, 
the 20 pe reent tax, on admission tickets to movie theaters. _ We in 
Pennsylvania, especially the industrial areas, are really suffering as 
a result of this heavy burden with the result that liter: ally dozens of 
our theaters are going out of existence. 

It has not been so long ago that we had 1,210 moving-picture 
theaters in Pennsylvania, and now that has been reduced to 980, 
In my own district in central Pennsylvania the theater admission 
cost was about 30 cents in 1940, and it is now about 35 cents. Out 
of that admission the theater owner has to pay not only the Federal 
tax of 20 percent, but likewise a 10 percent township tax and another 
personal income tax with the result that 1 theater owner who owns 
11 small theaters lost $13,000 net last year and is having to close 3 of 
his theaters this May 1. 

So in appearing r before the committee, I do so on behalf of these 
caer owners a trust that the committee will see their way cleat 
to reporting out a bill that will repeal the 20-percent tax on admissions. 

I would like to have my statement made a part of the record. 

The CyatrMan. Without objection, so ordered. 

(The statement referred to is as follows:) 


STATEMENT BY REPRESENTATIVE JAMES E. VAN ZANDT, 20TH DISTRICT O1 
PENNSYLVANIA 


Mr. Chairman, early in this session of Congress I introduced H. R. 1611 de- 
signed to repeal the moving-picture-theater admission tax. The bill is one of many 
similar bills which have been introduced on the same subject. 

My motive in introducing H. R. 1611 was prompted by the widespread distress 
in the moving-picture-theater industry as a result of the Federal admission 
tax which has threatened to bankrupt the average theater owner. 

The Federal admission tax is an unbearable burden on the movie theaters of 
the country and this statement is supported by facts and figures that I called 
to the attention of Congress on March 9, 1953, and which appears in the Con- 
gressional Record of that date on pages A1205 and A1206. I said in part on 
March 9: “In the past 5 years more than 3,200 motion picture theaters have 
gone out of business, and it is estimated that additional thousands are operating 
at a loss and that about 2 theaters a day are closing their doors. In a tax study 
published in 1952, the Treasury Department said: 

‘Federal revenues from admission taxes reached a peak of $504,500,000 in 
1947 and has since declined steadily, principally because of the downward trend 
of the motion-picture theater admission.’ ”’ 

I pointed out that for the calendar year 1951, as reported by the Treasury 
Department, general admission tax receipts declined to $344,643,254.30, In 
1952 general admission tax receipts further declined to $312,396,862.24 or ap- 
proximately 10 percent. From 1947 through 1952 the decline in admission taxes 
has amounted to 20 percent. 

According to the United States Department of Commerce, out of a total of 
$1, 604,000,000 spent by the public for spectator sports and amusements in 1951, 
72.32 percent of $1,166,000,000 was spent in motion-picture theaters. 

Since my remarks on March 9, 1953, urging support of my bill H. R. 1611 to 
repeal the moving-picture admission tax, I have been shocked to learn that 
a central Pennsylvania theater owner who operates 11 theaters, some of them 
in my Congressional district, is being forced on May 1 to close 3 of these theaters 
because, during the past year, they were operated at a loss of over $13,000. 
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The other eight theaters showed an operating profit of from $1,100 to $3,500 
a year, the majority of them however, showing a profit of less than $2,500. 

Nine of the eleven theaters represent an investment of over $479,000 and 
during 1952 the admission tax has amounted to over $100,000. 

It is significant that during the period from 1940 to 1953 the price of ad- 
mission to these theaters was increased only 10 percent despite the sharp in- 
crease in the cost of labor and other operating expenses the past 13 years. 
With a declining attendance it simply was not possible to increase the price 
of admission to these theaters, although almost every other line of business 
increases the selling price of an article when the cost of it increases. 

It is readily apparent that the closing of 3 of these 11 theaters on May 1 will 
have an adverse economic effect on the three communities affected. 

Theaters attract people to town and as a result other business establishments 
profit from their existence. 

In addition, when a theater closes, it means unemployment as well as a loss of 
tax revenue to the community and the Federal Government. 

Mr. Chairman, I know from talking with othet Members of Congress that they 
can cite similar instances to what is happening to the moving-picture-theater 
industry because of the Federal tax on admissions. 

With your permission I should like to call the attention of this committee to 
the hardship inflicted upon several theater owners in central Pennsylvania be- 
cause of the Federal admission tax. 

One theater owner from Erie, Pa., has written me as follows and his experience 
is typical of the entire moving-picture-theater industry : 

“DEAR Mr. VAN ZANDr: I am the owner of the first drive-in theater built in 
the Commonwealth of Pennsylvania and have the sad experience of paying as 
high as $l-percent taxes before paying local real-estate taxes, interest on invest- 
ment in theater, or any other expenses. This 31 percent stacks up as follows: 
20-percent Iederal tax, 10-percent township tax, l-percent income tax, which is 
what we are compelled to pay under the ‘tax anything’ law of Pennsylvania. 

“Furthermore, it seems our governing bodies have gone crazy in their desire 
to tax people and the laxity to curb expenses in government and we are heading 
for a very serious economic dilemma in all phases of our economic lives. 

“Many theaters, including my fine drive-in theater, have suffered. I have 
been compelled to take over the theater which I leased to Blatt Bros. Theater 
Corp., due to no profit being made on the same, and will be compelled to release 
it again this year or run it myself, which I am reluctant to do, due to my age 
and my doctor’s advice, and find that it may be impossible for me to get a good 
lessee for this theater, as no one seems inclined to go into the motion-picture 
business due to the bad conditions put upon them by no tax on television. 

People can see an Ed Sullivan or Godfrey show for nothing, whereas a citizen 
going to a picture show or a prize fight must not only pay an admission charge 
but in addition a 20-percent tax, whereas television is shown by the huge corpora- 
tions at the expense of income tax to Uncle Sam, such as Danny Kaye receiving 
$9 million on a contract from Procter & Gamble for the reason that they would 
have to give it to Uncle Sam in income tax otherwise. 

“T am an old distributor for many years’ standing, who knows that Procter & 
Gamble never allowed anyone, including jobbers and retailers, to make a profit 
on the huge volume they sell. Here we have the case of the $9 million being 
thrown away for advertising, giving something away free, which exhibitors like 
myself have to pay for at very heavy prices, which are today even more so than 
before the advent of television, as there are less distributors, therefore we have 
to pay more money for pictures. 

“The condition existing insofar as this taxation goes is heinous and unfair 
and un-American, as there is no justice to the exhibitor whatsoever. 

“Tf there is a tax, it should also be put equally on any form of amusement. 
The Government tax is also discriminatory. 

“Furthermore, I wish to advise you that my brother, who has conducted the 
Hillerest. which house is a No. 1 neighborhood house in Erie, for 35 years, has 
been forced to close up due to lack of business caused by television. 

“T write you at length, Mr. Van Zandt, to explain the position that the exhib- 
itor is in and trust that you and your constituents will use every effort to remove 
this 20-percent Federal tax on theaters, which will be in the interest of good 
economics, as this 20 percent the exhibitor could use in order to stay in business. 
As it is, many thousands of theaters all over the United States will be forced 
to close due to the diabolical methods employed in not taxing television equally 
with the moving-picture business. 
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“Thanking you for your kind efforts in trying to have this 20-percent tax 
removed, which would be greatly appreciated by the theater industry, I remain.” 

Mr. Chairman, in my own State of Pennsylvania a few years ago there were 
about 1,210 moving-picture theaters and this number has decreased until there 
are now approximately 985. As a matter of fact, Pennsylvania may be one of 
the worst hit States in the country in this respect—with closings reaching a 
most disastrous decline of 20 percent. A comparison of the admission-tax 
receipts to the Treasury Department by States for the year 1952 as opposed to 
1951 shows that the decline in such receipts is something over 9 percent nation- 
ally, while the declin: in Pennsylvania is 17 percent—a decline that is matched 
by only one other State, Vermont. 

Mr. Chairman, while I have been speaking in support of my bill H. R. 1611, 
I want you to know that I have no pride in authorship and with that thought 
in mind, I am ready to support any legislative measure that will repeal the 
moving-picture-theater admission tax. 

I feel certain that if the admission tax is repealed and moving-picture theaters 
permitted to operate at a profit, the Federal Government will be compensated 
through the income taxes, theaters and their employees will be able to pay. 

As the situation stands, the Federal admission tax to moving-picture theaters 
was enacted as an emergency measure, yet it remains on the statute books of the 
Nation and is rapidly bankrupting the moving-picture industry. Therefore, I 
urge that during this session of the 83d Congress that we repeal this iniquitous 
tax and thereby rescue the moving-picture-theater industry from its desperate 
plight. 


The CHAIRMAN. The next witness is Hon. Harold Velde of [llinois. 


STATEMENT OF HON. HAROLD H. VELDE, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF ILLINOIS 


Mr. Veipe. I come before you this afternoon to voice my support 
of the Mason bill, H. R. 157, that would repeal the 20-percent amuse- 
ment tax on theater admissions. 

As I presided over a meeting of our House Committee on Un- 
American Activities this morning I was unable to hear the witnesses 
of the movie industry who testified in favor of the bill this morning. 
Regardless of the points made in previous testimony I should like 
just a minute or two to state my own position and cite several vivid 
examples of what harmful effects the 20-percent amusement tax on 
theater admissions has brought about in my own congressional district. 

It is my understanding that the 20-percent tax was conceived during 
World War II when all of us fully expected to be taxed to the hilt 
and when everyone was discour aged from doing anything but work to 
win the war. Now in my opinion we all need a bit of relaxation, 
recreation, and ceviniena nt to lead a balanced life. With the high 
cost of living many, many families that I know of are limited to 
attending the moving pictures on Saturday night. This form of 
entertainment is without a doubt the most universally accepted in this 
country. It seems very unfair that we should tax it at a 20-percent 
luxury rate. 

Last fall I had the very enlightening e xperience of sitting down with 
a number of theater owners and operators in my district to talk over 
their mutual problems. Without exception their most perplexing one 
was this 20-percent admissions tax with which we are concerned today. 
I have come to the conclusion that it represents a death knell to small 
theaters in my own district and it probably has the same effect the 
country over 

To be spec ific, the small theater at Sheffield, Ill., was forced to close 
its doors for, at the end of its fiscal year, having paid the Federal 
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Government in excess of $3,000 there was nothing left for the owner. 
It stands to reason that if it had not been for this excess tax burden the 
Sheffield theater would be in operation this very day. 

A similar situation is now occurring in the city of Toulon where 
the small theater is about to close its doors unless the 20 percent tax 
is repealed. 

It is my understanding that in Morrison, IIl., just outside my dis- 
trict, the theater paid in excess of $5,600 Federal amusement tax and 
for the same year lost $2,400 which necessitated a forced sale. The 
present owner having pared his expenses to the bone is ready to close 
his doors. 

Right outside my own home town of Pekin in Green Valley, the 
exhibitor explained a similar situation to me of paying more tax than 
the theater could afford to keep operating and his business is presently 
on a week-to-week basis. 

It is my feeling that we are simply taxing the small theaters right 
out of business and I do believe that the Treasury Department figures 
will show very plainly over the years that the revenue derived from 
the 20 percent amusement tax on theaters, at least, is rap- 
idly diminishing. 

IT am confident that by doing away with the tax the small theaters 
can stay in business and: this little business can be quite a sizable 
factor in a small community. The larger theaters would, of course, 
benefit immeasurably too and could very well utilize the savings in 
rehabilitating their theaters that have been deteriorating because of 
the lack of funds. 

Out our way in the heart of Illinois the people are particularly con- 
scous of where their dollars are going. With a 20-percent admission 
tax in effect an ordinary 50-cent admission becomes 60 cents and a 
couple on a tight budget are reluctant to breaking the second dollar 
required to cover the Federal tax. 

As Members of Congress we have an opportunity here to throw off 
a wartime imposed tax that is no longer needed, and capture the ap- 
plause of the millions of theater-going patrons. I sincerely hope this 
committee will see fit to report H. R. 157 favorable to the House and 
that it be passed with a thumping majority. 

The Cuarrman. Thank you very much for your appearance, Mr. 
Velde. 

Next is Hon. Victor Wickersham of Oklahoma. 


STATEMENT OF HON. VICTOR WICKERSHAM, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF OKLAHOMA 


Mr. Wicxersuam. Mr. Chairman and members of the committee, 
I feel that the Mason bill will be a boon to not only the theater men 
in the United States but to the Government as well because I think 
that those who are surviving will be able to pay some income tax. 
In Oklahoma we have lost hundreds of our theaters. 

In my particular district we have 816 different communities, small 
communities, and this is our only source of recreation for the aged 
people and the youth. The income per capita in western Oklahoma is 

rather small. At the time the House voted on this m: iny years ago, 
one of the members of your committee, Mr. Knutson, and I spoke 
against this at that time. 
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I do hope that this bill is enacted. I have a very similar measure 
that I introduced in the last session and also in the first part of this 
session. I notice today there is quite a full attendance of the Members 
of the House. In fact, there are almost as many present as we have 
in a session. 

The CHarrman. We thank you for your appearance, Mr. Wick- 
ersham. 

Mr. WickersuamM. Thank you, gentlemen. 

The Cuamman. The next witness is Hon. Roy W. Wier of Minne- 
sota. 


STATEMENT OF HON. ROY W. WIER, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MINNESOTA 


Mr. Wier. Mr. Chairman, I am Congressman Roy Wier repre- 
senting the Third Congressional District of Minnesota, which in- 
cludes part of Minneapolis and five rural counties. 

I want to express my appreciation not only to the chairman and 
the members of the committee for my being able to be here this after- 
noon to express my views on the pending legislation, but I also want to 
express to all Members of the House who have appeared here this 
afternoon and thank them for the support they have given for the 
repeal of this tax. 

[ do this primarily because I have a deep concern for the amuse- 
ment world and show business, having been a member since 1914 of the 
International Alliance of Theatrical, Stage, and Motion Picture Oper- 
ators. Show bus nee has been good to me. I appreciate this oppor- 
tunity of being here because I know some of the problems with which 
show business suffers today. I feel a sense of loyalty to the theater 
world for the kindness with which it has helped me in my many years 
of employment there. 

So I do hope, Mr. Chairman, and I join in with all of those in citing 
the need for the repeal of this 20-percent amusement tax. I think it 
will be a boost and will be of considerable benefit to every community 
in this United States. It is a substantial business; it has large 
holdings of real estate. It isa large taxpayer other than the 20-percent 
withholding taxes. I think it pays its full share of taxation. 

So again I want to express my appreciation for having this oppor- 
tunity to come in here and do my humble part for the repeal of this 
excise tax on amusements. 

The CuamMan. We thank you, Mr. Wier, for your appearance and 
the testimony you have given here. 

Mr. Wier. Thank you, gentlemen. 

The Cuamman. Hon. Earl Wilson, of Indiana. 


STATEMENT OF HON. EARL WILSON, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF INDIANA 


Mr. Wirson. Mr. Chairman and members of the committee, first 
may I thank you for the privilege of appearing before this committee 
in behalf of H.R.157. T realize the magnitude of the job confronting 
this committee and the untiring efforts of each and every member to 
insure that proper tax legislation is presented to the Congress of the 
United States. 
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I wish to join other Members of Congress who have so ably presented 
material in support of passage of H. R. 157, which would eliminate 
the admission tax on motion-picture theaters. All of us are well 
aware of what has happened to theater attendance over the past few 
years, and I am sure we are agreed on the cause of this decline. 

Due to the tremendous drop in theater attendance, the annual rev- 
enue realized from this source has decreased enormously. Other forms 
of entertainment have increased in popularity to the extent that 
motion-picture attendance, for the most part, is now confined to the 
low-income group which cannot afford the capital outlay for other 
amusements. All of us know that the tax on theater admissions is 
placing an undue burden on those with low incomes who can take from 
the family budget only $2 or $3 monthly for relaxation. I, for one, 
would like to see the tax on theater admissions eliminated to assure 
these people as much entertainment as possible with the small amount 
of money which they have available for this purpose. 

In conclusion, may I say that I hope the House Ways and Means 
Committee will realize the urgency in reporting H. R. 157 to the 
House for early passage. Thank you again for the time and courtesy 
you have accorded me. 

The CuarrmMan. We thank you for your statement and the informa- 
tion which you have given here today. 

Mr. Wiison. Thank you, gentlemen. 

The Cuarrman. Hon. Arthur Winstead, of Mississippi. 


STATEMENT OF HON. ARTHUR WINSTEAD, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF MISSISSIPPI 


Mr. Winsteap. Mr. Chairman, you and your committee have been 
very patient with us. I have the same problems, and I join others 
in expressing my support of this legislation, and I hope your com- 
mittee will see fit to favorably report. 

The Cuarrman. We thank you for your appearance and for the 
testimony you have given. 

Mr. Wrxsteap. Thank you, Mr. Chairman. 

The Cuairman. The next witness is Hon. Thaddeus M. Machrowicz, 
of Michigan. 


STATEMENT OF HON. THADDEUS M. MACHROWICZ, A REPRESENT- 
ATIVE IN CONGRESS FROM THE STATE OF MICHIGAN 


Mr. Macurowicz. Mr. Chairman and members of the committee, I 
am Thaddeus Machrowicz of the First Judicial District of Michigan. 

In order to be not repetitious, I wish to endorse the position of my 
distinguished colleagues who favor the repeal of this 20-percent excise 
tax on amusements, and I understand my colleague, Mr. Dingell this 
morning introduced some figures showing the extent of the havoc done 
in the city of Detroit to the theater owners as a result of this tax. 

I would just like to add this to show the attitude of the municipal 
governments on this matter, that only in the last 30 to 60 days the city 
administration in rec ognition of the plight of these theater owners 
reduced the assessed valuation of the theater operators’ property by 
20 percent and those who are not in operation 30 percent. I think 
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that is an indication of the fact that the city administration recognizes 
their plight. 

The CHarrman. We thank you for your appearance and your testi- 
mony. 

Mr. Macurowicz. Thank you, gentlemen. 

The Cuarrman. The committee will now hear from Hon. E. C 
Gathings, of Arkansas. 


STATEMENT OF HON. E. C. GATHINGS, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF ARKANSAS 


Mr. Garnines. Mr. Chairman, I am E. C. Gathings, representing 
the First Congressional District of Arkansas. 

It is a pleasure to be here today to testify in behalf of the Mason 
bill. I am wholeheartedly in favor of the removal of the 20-percent 
excise tax on amusement tickets. I have a prepared statement that 
| would like to leave to be filed in the record. 

The CHairnman. Without objection, it will be made a part of the 
record. 

(The statement referred to is as follows :) 


STATEMENT OF E. (, GATHINGS, MEMBER OF CONGRESS, FIRST CONGRESSIONAL 
DisTrict OF ARKANSAS 


Motion-picture operators are asking relief at your hands in order to curb the 
excess number of business failures among their number because of the imposi- 
tion by the Congress of an emergency tax on admissions. They contend, and 
rightly so, that the purpose for which this tax was imposed was a laudable 
one at that time. However, they felt that at the time this provision was written 
into the tax laws they were. led to believe that it would be removed 6 months 
after the cessation of hostilities following World War II. All classes of the 
population are the beneficiary by being given the privilege of seeing a good 
moving-picture show. Especially is this true in the smaller towns and cities, 
where in so many cases, the only recreational facility available is the motion- 
picture theater. Many theaters have been forced to close their doors in the 
State of Arkansas since they are unable to pay the heavy overhead expenses 
of operation, the high rental charge on the films, the 20-percent tax to the Federal 
Government, and the 2-percent tax to the State government. A business that 
had formerly been a lucrative one has in recent years found their profits greatly 
limited and reduced; or in many instances, they have operated their establish- 
ments at a loss. 

In addition to the many pitfalls which the industry has encountered, the 
removal of the freeze on the establishment of new television stations is sounding 
a death knell and snuffing out of existence more and more moving-picture 
theaters throughout the land. It is not my purpose to oppose the establishment 
of new TV channels. Yet, at the same time, with the approval of additional 
television stations that have been made in recent weeks, as well as those that 
will be granted in the future, the little-theater operators is in great need of relief 
at the hands of this committee and the Congress as a whole. I attend the theater 
whenever a picture is shown that appeals to me. However, in all candor, I must 
say that since the advent of TV, I have not frequented motion-picture houses as 
much as before. This same situation is probably a general one. I say that be- 
cause there is a large increase in the sale of television sets. 

If this tax is removed, it would prevent more theaters closing in Arkansas 
and will eventually enable the exhibitors to make needed improvements such 
as replacing worn carpets, adding new projection and sound equipment, new seat- 
ing, air-conditioning, and redecorating. As a result of the making of such im- 
provements, it would offer employment to a great number of people as well as 
furnish an outlet for the sale of equipment and facilities that would be used by 
such exhibitors in refurnishing, redecorating, and reequipping their establish- 
ments. 

I trust, Mr. Chairman, that this committee will see fit to approve this 
meritorious proposal. 
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The CuatrMan. The next witness is Hon. H. R. Gross, of Iowa. 


STATEMENT OF HON. H. R. GROSS, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF IOWA 


Mr. Gross. Mr. Chairman and members of the committee, I am 
certainly in favor of H. R. 157. I believe this bill will mean the 
difference between many theaters closing and many remaining open in 
my district, the Third in Iowa, as well as the State of Iowa. 

Mr. Chairman, according to figures compiled by movie-theater oper- 
ators in Iowa, no less than 127 theaters have closed their doors in the 
State in the last few years, the majority in the last 2 years. This 
figure does not take into account any of the closings that have occurred 
thus far in 1953. 

In other words, Mr. Chairman, these closed theaters will no longer 
pay a dime of Federal tax to the Government, either directly in the 
form of an admissions tax or whatever tax that might have accrued 
from the owner or operator’s personal income. 

Moreover, theater buildings are not easily adaptable to business use 
and in many of the small towns in Iowa these structures are vacant, 
thus making little contribution to State or local taxes. 

This industry may be saved in the small towns of Iowa by repeal of 
the admissions tax. I am convinced it is the only hope and I again 
urge the committee to give favorable consideration to this legislation. 

I should also like to make one other observation, Mr. Chairman, and 
that is, we can cut expenses, balance the budget, and we can reduce 
individual taxes in this session of the Congress if we have courage and 
will to do it. 

The CHarrman. Thank you very much for your appearance and 
your information. 

Mr. Gross. Thank you, Mr. Chairman. 

The Cnairman. The next witness is Hon. Harlan Hagen, of Cali- 
fornia. 


STATEMENT OF HON. HARLAN HAGEN, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF CALIFORNIA 


Mr. Hagen. Chairman Reed and gentlemen of the committee, I am 
Harlan Hagen, of California, and I represent the 14th Congressional 
District, which is primarily a rural district. I regard excise taxes as 
a form of regressive tax justified only with respect to what might be 
considered a disfavored industry or in the event of some national emer- 
gency to discourage certain types of expenditure. 

These considerations certainly do not apply with respect to the 
motion-picture business, which is a medium of mass entertainment, 
and in a rural area such as I come from is the only steadily available 
entertainment for the vast bulk of the community on a commercial 
basis. 

Before coming to Congress in December, I conferred with the 
theater owners in my district. Most of them are individual owners 
of single theaters rather than chain operators. Several of them told 
me that they were barely breaking even in their operations and that 
they probably would have to ¢ lose if the tax were not removed. 
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This is in the face of the fact that there is no competition from 
television in most of the area which I represent, and with the impact 
of television coming in, their position will become doubly critical. 
For these reasons I would therefore urge that this tax on the best 
medium of mass wholesome entertainment should be revoked in the 
passage of the Mason bill. 

Thank you, gentlemen. 

The Cuatrman. Thank you for your appearance, Mr. Hagen. 

The next witness is Hon. Joseph Holt of California. 


STATEMENT OF HON. JOSEPH HOLT, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF CALIFORNIA 


Mr. Hour. Mr. Chairman and members of the committee, I want to 
thank you very much for the opportunity to testify here today. I 
would like permission to submit my statement in the record of your 
committee. 

The CuairmMan. So ordered. 

(The statement referred to is as follows:) 


Mr. Chairman, my name is Joe Holt, and I represent the 22d Congressional 
District of California. My district consists of Hollywood and the San Fernando 
Valley. Five of the major motion-picture companies in America, both studios 
and offices, are located in my district. There are numerous smaller studios and 
offices within the 22d District. The moving picture industry and allied industries 
provide employment for the majority of my constituents. There are also over 
30 theaters, the majority of which are run by independent businessmen operating 
within my district. From the brief statements providing the background of my 
community, you can see that I naturally have u very deep interest in the welfare 
of the motion-picture industry. 

I know from observation and from direct contact that the industry has suffered 
gravely from the admission tax. More than 4,500 theaters have closed since 1946, 
There has been a heavy decline in patronage, which has directly affected the 
studios in Hollywood which produce pictures. 

This has caused unemployment in various crafts that go to make up the 
studio labor force. There are many hundreds of employees that most folks don’t 
take into consideration when they think of the motion-picture industry. We 
often just tend to think of the movie stars themselves. Many crafts go to make 
up the studio labor force (sound engineers, cameramen, writers of all types, 
office employees, carpenters, electricians, set decorators, etc.). 

The decline in theater business is reflected in the diminishing returns that the 
Treasury Department receives from this tax. In 1946, the Treasury of the 
United States recognized $300 million from the so-called theater tax. In 1952, 
the return from this has dwindled to $250 million. 

An interesting fact was pointed out to me recently when I suggested to a group 
in my community that all the major studios will soon be making moving pictures 
for television, and while this wouldn't help the exhibitor, it would help the 
studios. It was pointed out to me that the majority of studios were not pro- 
ducing moving pictures for television but were still making them to be exhibited 
in the small theaters throughout our country. 

The motion-picture industry in comparatively few years has grown to be a 
major part of American life. Pictures produced in our Hollywood studios are 
shown to millions of people in the far corners of the world, and they carry the 
message of America and freedom to these people. I sincerely believe it is of 
great national importance that we do everything possible to return the full vigor 
and vitality to this industry. 

[ firmly believe that if this tax were removed, that benefits would result to 
all branches of the motion-picture industry. This would provide sources of new 
revenue that should go far to make up the tax loss to our Treasury. 

I strongly urge the House Ways and Means Committee to give its approval 
to H. R. 157. Thank you very much for the privilege of testifying before your 
committee and the courtesies extended to me. 
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Mr. Hour. I would just like to add one point, however. I do not 
want to take the time of the committee, but I happen to represent 
Hollywood and the San Fernando Valley, and I would appreciate it 
very much if the committee would take time out to read my statement 
because a great many of the employees who work in the studios are 
also affected by this 20 percent tax, 

Thank you very much. 

The Cuarman. We thank you very much for your appearance and 
the inform: ition you have given us. 

The Cuarrman. The next witness is Hon. John Lesinski, of Michi- 
ean. 


STATEMENT OF HON. JOHN LESINSKI, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MICHIGAN 


Mr. Lensryskr. Mr. Chairman and members of the committee, I 
am John Lesinski from 16th Congressional District of Michigan, rep- 
resenting metropolitan Detroit and the sections west of Detroit, in- 
cluding all of west Wayne County. 

I want to take this occasion to thank you for giving me the op- 
portunity to speak before you, and I want to express my views In sup- 
port of the Mason bill and the things that were done back in the State 
of Michigan. There have been 250 theaters closed in the last few 
years in Michigan, and it is expected that there will be another 150. 

Along with other excise taxes, the taxes that hurt the industry more 
than anything, I believe, are the taxes on admissions, and I think they 
should be repealed. Also there is the tax on fur, excise taxes on furs, 
and also liquors, which I think are taxed a little too high. The object 
is I know we all have to realize the necessity of having funds for the 
Government in the operations of the Government. 

When the taxes such as the certain excise taxes affect the individual 
item, product, they are actually cutting down the revenue of our 
Government. 

I wish to have the opportunity to correct and extend my remarks, 
Mr. Chairman. 

The CHARMAN. Thank you very much for your appearance and 
your information. 

Mr. Lestnskt. Thank you, gentlemen. 

The CHarmman. The next witness is Hon. Jamie L. Whitten of 
Mississippi. 


STATEMENT OF HON. JAMIE L. WHITTEN, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MISSISSIPPI 


Mr. Wuirren. Mr. Chairman, I know this committee who works 
and labors with the tax problems of this country has heard many 
pleas for reducing taxes and eliminating taxes. Today I know you 
have heard many reasons as to why this bill should be passed removing 
this tax. That being true, I doubt that I can offer anything that is 
original that has not been offered here today. 

However, I do feel like many folks when they say if you ever pass 
a tax it is almost impossible to ever get rid of it. It is my recollection 
when this increase or the retention of the wartime rates was up, that 
I voted against it because it was not self-repealing, it was for a given 
period of time. 
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I would like to point out that the record in itself shows that here 
is a place that, unless we give some relief from the present admission 
taxes, you are going to lose an industry, and when you lose an indus- 
try you have lost the whole tax income from that source. 

We have already lost picture shows in many sections of the country 
in many little towns. It is not just the revenue that you have lost, but 
the people in that little community to whom the picture show is prac- 
tically the only means of entertainment have lost the only source of 
entertainment that they had, and they lost it through ‘the taxing 
power of their Government. 

I recognize we have a large problem in meeting the obligations of 
this Government today, but you cannot meet them by taxing some- 
thing out of existence. We should not try to meet our problems of 
today by saddling an extraordinary tax on those that have to use this 
relatively simple means of entertainment or pleasure. 

I hope you will find your way clear to study the trend of motion 
pictures, the falling off in attendance, the falling down in numbers of 
theaters. I live in a little town about 90 miles out . Memphis, Tenn. 
We have not had a television in the area very long, but there has been 
a hundred percent increase in rate in the drop of taxes paid by picture 
shows in that area. If it happens that way, in 6 months you are going 
to be losing a big source of income in this country. 

The CuatrMan. The nex. witness is the Honorable Ed Edmondson 
of Oklahoma. 


STATEMENT OF HON. ED EDMONDSON, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF OKLAHOMA 


Mr. Epmonpson. Mr. Chairman, my name is Ed Edmondson. I 
represent the Second District of Oklahoma. I am grateful to the 
committee for this opportunity to state my position in favor of the 
Mason bill or similar legislation to repeal the 20 percent admissions 
tax in theaters. The experience in my district, I am sure, has been 
the same as that described by most of the Members who have testified 
today. A large number of the theaters have already closed. Those 
theaters which are still operating are operating in the words of one 
theater owner, “By grace of the popcorn business,” and I think that 
is about all. 

I think it is imperative if we are to save this industry, particularly 
in my district, that this tax be repealed. For that reason I am very 
glad to state my views and to urge that this committee expedite repeal 
of the tax. 

Thank you. 

The Cuarrman. We thank you very much for your appearance and 
the testimony you have given. 

Hon. James Utt will read a short statement here. 


STATEMENT OF HON. JAMES B. UTT, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF CALIFORNIA 


Mr. Urr. Mr. Chairman and members of the committee, most of the 
California Members wanted to appear in behalf of this bill today, but 
I suggested they might save the time of the committee to submit the 
following: 
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The undersigned Members of the California congressional delegation are 
hereby on record endorsing your current legislation to eliminate the discrimina- 
tory 20 percent admission tax to motion-picture theaters; as now provided in 
i. Bm 101. 

Then it is signed by the Honorable James B. Utt, the Honorable 
Cecil R. King, the Honorable Robert C. Wilson, the Honorable Clyde 
Doyle, the Honorable Charles S. Gubser, the Honorable John E. 
Moss, Jr., the Honorable Joe Holt, the Honorable J. Arthur Younger, 
the Honorable Ernest K. Bramblett, the Honorable Robert L. Condon, 
the Honorable John J. Allen, Jr., the Honorable Donald L. Jackson, 
the Honorable Chet Holifield, the Honorable Edgar W. Hiestand, the 
Honorable Hubert B. Scudder, the Honorable Patrick J. Hillings, the 
Honorable Samuel W. Yorty, the Honorable Carl Hinshaw, the Hon- 
orable Harry R. Sheppard, the Honorable Clair Engle, the Honorable 
Craig Hosmer, the Honorable Norris Poulson, the Honorable John 
Phillips, the Honorable Leroy Johnson, the Honorable Gordon L. 
McDonough, the Honorable John F. Shelley, the Honorable Harlen 
F. Hagen, the Honorable George P. Miller, and the Honorable Allan 
O. Hunter. 

The Cuarrman. We thank you for the views of these distinguished 
gentlemen with reference to this bill. 

The next witness will be the Honorable John Bell Williams, of 
Mississippi. 


STATEMENT OF HON. JOHN BELL WILLIAMS, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF MISSISSIPPI 


Mr. WitttaMs. Mr. Chairman and members of the committee, I am 
sure you have already heard all of the arguments that could be ad- 

vanced in favor of this legislation, so I merely wish to associate myself 
with my colleagues who have already testified, and particularly mem- 
bers of the Mississippi delegation, as also favoring this legislation. 

On the basis of letters that I have received from my district and 
other information which has been made available to me, I am thor- 
oughly convinced that the legislation is desirable; that, as a matter 
of fact, the legislation is necessary. I hope that the committee will 
give it every ‘possible consideration and report it favorably to the 
House for action. 

The Cuarrman. We thank you very much for your appearance and 
the contribution you have made to the committee. 

While we are waiting for another witness who is on the way here, 
I would like to make this statement: Early in this session a large group 
of very distinguished theater owners in my district came to my office, 
and I told them we would have hearings later on on this very subject. 
One of those gentlemen is here today. He is not appearing, but he 
is here, and I am sure that he has listened with great pleasure to the 
testimony that has been given here. I just want to make this little 
statement to get all of you moving-picture men thinking quite straight 
on this thing because you are really and apparently in a desperate 
situation. 

It has been brought out here that if you do get this tax relief, the 
local communities are going to impose the same tax and leave you 
where you were. Now, what you can do, very easily, is to use your 
splendid sales facilities, your pictures, in showing the people that the 
way they can get theater money is to urge their Congressman to vote 
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H. R. 1 because there will be $1,500,000 that they will get and can 
use for the movies if they want to. 

Mr. Mason. As the author of this bill, I am in full accord with my 
chairman on that. 

The CHarrMan. Gentlemen, we have one more witness. He says he 
is on the way. Are there any other members present who have not 
testified who wish to testify ¢ 

If so, I want to give them an opportunity. 

Mr. Sapiakx. Mr. Chairman, while we are waiting for the other 
member to come and make a presentation I wish to make one observa- 
tion. I do not go to the movies very frequently and in fact, during 
my naval service I saw more movies aboard ship than I think I had 
seen at any previous span in my life. However, I feel that when I 
do wo to the movies, I go there for a lot of fun and relaxation. I think 
that in addition to the movies that were presented to us this morning, 
if they had also included a Mickey Mouse or Looney Tune, and 
stressed the fact that we will no longer be able to see those fine pictures 
that give so much fun and relaxation, I think they would have also had 
the unanimous report from all of those who would have viewed that 
picture. 

I say that in order to be helpful. 

The Cuairman. If you will give your name and address and the 
district you represent, we will be glad to hear you. 


STATEMENT OF HON. SID SIMPSON, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF ILLINOIS 


Mr. Smwpson. My name is Sid Simpson and I represent the 20th 
District of Illinois. 

Mr. Chairman, I wish to thank the committee for giving me a little 
time in behalf of this legislation. I will take only a few moments of 
your time. 

Last fall, probably 40 or 50 movie theaters in my area solicited my 
support in behalf of this legislation. I told them that I would give it 
to them, after a conversation and letters and exchanges with Mr. 
Noah Mason, of northern Illinois. 

I think the 20-percent tax on admission to a theater is entirely out 
of line, 20 percent of the gross admission fee. In addition to that, the 
moving-picture people are now having television sets to compete with, 
people who stay at home who would in all probability attend. Never- 
theless, the television programs are cutting in on them in every sense 
of the word. I know there are other members that have testified along 
the same lines, and I just want to go on record here before this com- 
mittee and the public as supporting the Mason legislation. 

The Cuarrman. We thank you, Representative Simpson, for your 
testimony and your appearance here. 

The committee will now stand adjourned, subject to call of the 
Chair. 

(The following communications were received from Members of 
Congress: ) 


STATEMENT OF Hon, CARL ALBERT, OF OKLAHOMA 


Mr. Chairman, I appreciate this opportunity to join a large number of my 
colleagues in strongly recommending to your committee that H. R. 157, a bill to 
repeal the tax on theater admissions, be favorably reported. 
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Many movie theaters and similar businesses throughout the country are being 
required to pay under the present law substantial sums in the form of taxation, 
while actually not making any profit on their operations. This does not seem to 
be in line either with commonsense or with plain justice. 


HOovuSE oF REPRESENTATIVES, 
Washington, D. C., April 17, 1958. 
Re H. R. 157. 


Hon. DANIEL A. REED, 
Chairman, Ways and Means Committee, 
House of Representatives, Washington 25, D.C. 

DEAR MR. CHAIRMAN: Mr. Edward N. Weinbaum, of the Portland, Oreg., Retail 
Trade Bureau, in my congressional district, has sent me a telegram with 
reference to H. R. 157. I am enclosing the telegram herewith and will be obliged 
if his views may be given consideration during the forthcoming hearings on the 
legislation. 

Sincerely yours, 
Homer D. ANGELL, M. C 


(The telegram referred to has been filed with the committee.) 
STATEMENT OF Hon, LESLIE C. ARENDS OF ILLINOIS 


Mr. Chairman, I appreciate this opportunity to express to this great committee 
my personal endorsement of H. R. 157, to provide that the tax on admissions 
shall not apply to admissions to a motion-picture theater. 

I am rather proud, as a Member of Congress frém Illinois, that the sponsor 
of this legislation is a colleague from Illinois. I am frank to say that I do not 
believe it could have more competent sponsorship than furnished by my friend 
and colleague, Noah Mason. 

“The power to tax is the power to destroy.” That truism has been quoted 
again and again. It is not an empty platitude. It is pertinent here in considera- 
tion of this particular tax on admissions to motion-picture theaters, 

During this past year something like 5,000 moving-picture theaters closed their 
doors. To be sure, there were several contributing factors, such as television’s 
rapid growth. But no less a factor has been this tax on theater admissions. 
This tax has been operating to destroy the moving-picture theater business. It is 
almost a “belive it or not” in the field of taxation that even those theaters which 
operated at a loss last year paid this tax on their admissions, 

It is not necessary for me to present all the statistical data that can be pre- 
sented to show how unfair and how unjust this tax is, not only to the moving- 
picture threater business but also to the average citizen. The moving-picture 
theater is a part of American cultural life. It provides entertainment and edu- 
eation. It is of great importance to the little man living in the small com- 
munities throughout the United States. The moving-picture theater in his town, 
or a neighboring town, is the means by which he and his family find an even- 
ing of relaxation. 

Mr. Chairman, I am pleased that your committee has seen fit to take up this 
bill. I hope you will take favorable action on it. The actual revenue loss will 
be very small indeed insofar as the Federal Treasury is concerned. 

As members of the committee on Ways and Means I look upon you as experts 
in the field of taxation. I leave it to you to decide whether this tax should be 
completely repealed or reduced. I shall abide by your decision. But I am sure 
you agree that one of the ways and means of raising revenue is not through 
the destruction of American business. And that is exactly what this tax is 
doing to the moving-picture theater business. 


STATEMENT OF HON. WILLIAM H. BATES, OF MASSACHUSETTS 


Mr. Chairman, I am grateful for the opportunity of appearing before your 
committee on this proposed legislation calling for the immediate elimination of 
the 20 percent Federal tax on motion-picture theater admissions. 

I appreciate the fact that your committee has and will continue to receive 
volumes of statistical data on the critical situation facing the industry, and my 
purpose today is simply to add my voice on behalf of the taxpaying customers, 
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the theater operators and the thousands of persons employed in this industry. 

Representatives of the movie industry in my district have discussed the situa- 
tion with me and I am thoroughly convinced that help is needed and needed 
immediately A visit to your neighboring theater will leave no doubt that an 
emergency exists. Empty seats have closed many theaters and the condition is 
worsening 

Tremendous advances in television have placed an overwhelming obstacle 
before the industry in its fight to survive. A prominent operator in one of the 
large cities of my district writes me, “I wish my command of the English lan- 
guage was such that I had words strong enough to impress you how heartily I 
urge you to affirmatively consider this repeal. We are operating at a definite 
financial loss every month and have for some time. We are definitely fighting 
for our very existence.” 

The theater industry has in its great history brought tremendous pleasure 
and education to our people. It is now devoting all its energies to survive the 
great changes resulting from television and it will continue to make vital con- 
tributions to our people. 

Although taxes are heavy upon all people and all industries, the tax on 
movies is worse than heavy. It is, in fact, punitive. Unless relief is given, 
many theaters will close and the Government will lose a good portion of this 
tax anyhow and the cultural benefits will also be lost. 

The neighborhood theater is an institution in the way of American life. Its 
request for help through tax elimination is a reasonable one. I believe we 
should do our part to help them remain in business. 


HovusE OF REPRESENTATIVES, 
Washington, D. C., April 17, 1958. 
Hon. DANIEL A. REED, 
Chairman, House Ways and Means Committee, 
House Office Building, Washington, D. C. 

DeaR COLLEAGUE: I am wondering what action your committee has taken in 
regard to H. R. 157, which I understand would eliminate the admissions tax on 
motion-picture theaters. 

It seems that this industry is finding itself in rather difficult straits and they 
feel that the elimination of this tax would mean the difference between profit 
and loss to them. 

With kindest regards. 

Sincerely yours, 
JOHN V. BEAMER, M. C. 


STATEMENT OF HON. PAGE BELCHER OF OKLAHOMA 


It is with deep concern that I appear before this committee today. AS a 
Member of Congress, I have always endeavored to represent the people of my 
district in the best way that I know how. I have always done my utmost to help 
any business or individual which was being discriminated against because of 
some questionable Government rule or regulation, or for any other reason. I 
am glad to have this opportunity today to appear before this committee in behalf 
of the theater owners of my district and the State of Oklahoma. 

The problem that this committee is going to have to solve is whether or not to 
repeal the 20 percent Federal admission tax. My brief remarks today are from 
personal experience and from personal investigations which I have conducted 
for the last 2 years among the theater owners of my district. To preface my 
remarks I want to state that theaters countrywide are experiencing a depressing 
influence through the 20 percent Federal admission tax that is now in effect. 
Statistics will bear me out and show that this tax amounts to seven times the 
annual profits of the theaters nationwide. This unhealthy and threatening tax 
has brought about the closing of many theaters and has many others on the 
verge of collapse. 

It has always been my feeling as a businessman and as a Member of Congress 
that Government should never tax any enterprise completely out of business. My 
personal knowledge of the situation in my district is that this 20 percent Federal 
admission tax is doing just that. I am constantly receiving mail and telephone 
calls from theater owners who are desperate and feel that something must be 
done immediately to save them. 
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I would like to point out that in many small communities, of which my district 
is chiefly comprised, the theater is the chief center of amusement. I have talked 
to many of the average citizens of these communities who attend these theaters 
and they say that this entertainment is about the only entertainment that they 
can afford for their families. Many point out the educational value their children 
receive in seeing some of the better pictures, newsreels, and so forth. 

I realize that the repeal of this tax will not save all of the theaters, but it will 
save a great number of them. I believe in a fair and equitable tax structure, and 
I am firmly convinced that this tax is not fair or equitable. The theater industry 
is carrying a tremendous load in our tax structure and the failure of this par- 
ticular industry could have a far-reaching effect on other businesses. It should 
not be necessary for theater owners to have to work in other lines of endeavor in 
order to keep the doors of their theaters open. That, gentlemen, members of this 
committee, is just what is taking place in many of the small towns in my district. 

I would like to quote from a letter that I received from a theater owner in my 
district just this week. It is a good example of the kinds of letters I have been 
receiving on this matter and bears out the information I have obtained through 
personal conversations and investigations. 

“We have a real problem here which I know you are acquainted with, but 
which I want to present from our side. The 20 percent tax on our theater 
tickets really is slowly strangling our business. The theater owners at Crescent, 
Marshall, Garber, and Lamont, who are our friends, are having as hard time 
operating at a profit. 

“The theater at Marshall closed, but the merchants found it hurt their busi- 
ness so badly they are donating money each week to keep the theater open, 
Regardless of small attendance at pictures, because of a million and one reasons, 
including crop failures, slumps in cattle prices, television, ete., we must pay 
the Government the first 20 cents out of each dollar. No other business that 
I can think of has such a heavy tax except the amusement field. 

“The bill to kill the tax is to come before the House April 20 I believe. Will 
you please do everything in your power to get it repealed now. I'm afraid 
July, or next September, or January, will be so late many more small theaters 
will close. 

“The Strand and Cameo in Tulsa were taken by Government men and sold 
for taxes. The Metro salesman told me the people who owned it did without 
necessary food and clothing, and lived in an awful place to try to keep the 
taxes paid but just couldn’t and keep the theaters open. I'm sure there are 
many similar cases throughout Oklahoma and the other States. <A lifetime's 
work wiped out because of forces which they can’t control. The removal of 
that tax would go a long way toward putting the smaller theater owners back 
on their feet and on solid ground financially.” 

I could go on at great length in this statement, but I think I have made 
myself clear, and I think anything else that I would say would just be pure 
repetition of what has been said by others. I would appreciate the committee 
giving this serious matter its full attention and consideration. 


House or REPRESENTATIVES, 
Washington, D .C., April 21, 1953. 
House COMMITTEE ON WAYS AND MEANS, 
House of Representatives, Washington, D. C. 

GENTLEMEN: On December 1, 1952, I addressed a letter to your committee 
concerning the impact of the present tax on rural theaters, stating that I felt 
that a similar situation probably also obtained as to theaters in metropolitan 
areas. I gave full details as to some specific rural theaters, and I hope that 
your committee will consider this December 1 letter and its enclosures in your 
deliberations on the taxation of theaters inasmuch as the information is very 
detailed. 

I have now heard from persons interested in theaters in the metropolitan 
area, which I represent here in Congress. I have a letter from the Florida 
State Theatres, a theater chain; and in this letter the following startling and 
important facts are stated: 

“* * * T will give you—here are the figures—for 10 theaters which Florida 
State Theaters operate in the city of Jacksonville: 

“From box-office receipts, in the vear 1951, we had a net loss of $39,217. For 
this same period we paid in Federal admission taxes on the same theaters, the 
sum of $224,414. 
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“T believe this will illustrate about as impressively as possible, the need of 
quick relief. 

“You can see quickly that if this tax was transferred to the credit of the 
theater, and we paying, say, 52 percent of our earnings to the Government in 
taxes, that it would still leave the Government with a healthy return from 
taxation, and still leave the theaters in a position to continue in business.” 

You will note that these important theaters in a thriving, prosperous com 
munity are being operated at a substantial loss while paying hundreds of 
thousands of dollars in taxes to the Federal Government. 

I also have a letter from Mr. Fred Kent, who is interested in this same 
theater chain, and he tells me of a number of theaters which have been closed 
down in the Jacksonville area in order to minimize losses. He mentions the 
Temple Theater, the Fairfax Theater, the Dixie Theater, and a Jacksonville 
Beach theater. He further says if these theaters cannot pay the tax and oper- 
ate under present conditions, “Imagine what is going to happen when business 
runs into a recession. We will be faced with a bankrupt industry, one which is 
referred to as the fifth largest industry in the country.” 

In view of the circumstances which I have outlined in this letter and also in 
the December 1 letter, I will appreciate it if you can make these communica- 
tions a part of the record of the hearings, if possible. I will also appreciate 
your very careful consideration of this problem which indicates to me that these 
taxes should be eliminated, or greatly reduced. 

With kindest regards. 

Sincerely, 
CHARLES E. BENNETT, 
Wember of Congress. 


STATEMENT OF HON. OvERTON BROOKS, OF LOUISIANA 


Mr. Chairman, I would like to bring before the committee the situation of 
what may be a typical moving-picture enterprise in reference to the amusement 
tax under discussion. Mansfield Theatres, Inc., of Mansfield, La., operates two 
movies, the Mansfield Theater and the Victory Theater, both of that city. 

The Honorable Evans Calvert of the First National Bank of Mansfield, La.. 
has written me under date of February 28, 19538, “This past year the theaters 
here in Mansfield paid $9,108.61 to the Federal admission tax and they had a 
loss for the year of $1,584.18." A copy of this letter has previously been 
brought to the attention of this committee. 

On April 20, 1953, I received the following telegram from Mr. Buford Strange, 
major stockholder in Mansfield Theaters, Inc., asking that these statistics be 
brought to your attention. “Use the figures that Mr. Calvert gave you in his 
letter concerning the amount of Federal amusement taxes we paid last year also 
the fact that we are using depreciation money to pay the 20 percent tax and 
cannot replace our equipment. We employ 16 people who will be thrown out of 
work if this tax is not removed.” 

This telegram represents the views of many people who feel that we should 
remove amusement taxes. Amusements are necessary for good citizenship. 
They tend to make a happy people with the proper outlook on life and a keen 
appreciation of our land. I think we should encourage our people during time 
of deep trial and distress over international affairs and especially the war in 
Korea to cast aside some of their problems and participate in real amusement. 
This tax was placed on the books as a temporary matter and in my judgment 
the time has come to remove it. I hope this committee will give this matter 
most careful consideration and work out some arrangement whereby the amuse- 
ment tax can be removed and yet the budget be fully balanced. 


STATEMENT OF HON. OMAR BURLESON, OF TEXAS 


Mr. Chairman and members of the committee, I appear here in enthusiastic 
support of H. R. 157 by Mr. Mason, of Illinois, which would have the effect of 
removing the 20-percent theater admission tax. 

In recent years, a great many things have been done in the name of emer- 
gencies, this being one of them. This tax was supposed to have been temporary, 
and I assume it was necessary at the time it was imposed. Like many other 
taxes, it could have only been justified if it was in line with other forms of taxes. 
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However, it has been well demonstrated that it is not in line and was not so at 
the time it was imposed. Perhaps, we are all somewhat guilty of placing taxes 
on those items and industries which appear to bring the least criticism from 
the general public. It is easy to say that theatergoing is a luxury—an amuse- 
ment—which could easily be denied oneself, and that to apply the tax at such a 
particular place would be the least harmful 

There is no need to go into the psychological or recreational features connected 
with this matter. It is, however, pertinent to reasoning that certain facts be 
called to your attention. Many of you on this committee are familiar with preva 
lent conditions which IT understand exist throughout the motion-picture-theater 
industry, but, especially, would I like to call your attention to circulmstaces which 
eXist in my part of the country. 

You are, of course, familiar with the competition which has arisen. Television 
has, of course, had its serious eliects. You are considering this obvious factor. 

In my part of the country in central west Texas, the motion-picture-theater 
business is suffering. It has suffered ever since the imposition of the tax, but in 
the last 2 years it has become acute to the extent that numberous motion-picture 
houses are closed. Any time a motion-picture house is closed, it affects business 
in both directions up and down the street. In each instance, the Government 
loses tax money when these individual businesses drop out of the economic 
picture. This is by no means an exaggerated statement because in the last several 
days, I have personally observed it in more than one town in my congressional 
district. 

It is absolutely true that people can forego the recreation of attending the 
moving-picture theater when their finances will not permit such entertainment, 
and at the same time buy the necessities of life. That is eXactly what has been 
happening in many places. There is such a thing as taxing business out of busi 
ness, and indirectly that is happening in many cases. 

In addition to these basic facts, the economy in my area, and I know it is true 
in many others, has slackened considerably. It has done so by reason of general 
conditions, but specifically in a great part of the State of Texas. The third year 
of drought is severe. People simply do not have the surplus funds they enjoyed 
2 or 3 years ago, a part of which was spent on moving-picture-theater admissions, 

Mr. Chairman and members of the committee, 1 say to you in the strongest 
possible terms that the theater business is suffering and that the removal of this 
burdensome tax would be a stimulant which could be well afforded. I doubt if 
the revenue would be greatly reduced, If theater owners are able to operate at 
some reasonable profit, their corporate, as well as personal income, tax will natu- 
rally increase. Greater than this, however, is the injustice of the tax. It is com- 
pletely un-American to tax even a luxury out of the reach of ordinary people 
who look to this form of entertainment for perhaps their only recreation. It 
affects millions of people in comparatively small communities aside from the 
theater owners. Some of you will understand the importance of a moving-picture 
theater in a small town. Those of you who do not, I can assure you it means 
something to those who really have no other source of public amusement. 

Therefore, Mr. Chairman and members of the committee, it seems to me that 
H. R. 157 should be approved and reported to the floor for action. I believe the 
Congress would overwhelmingly vote for the measure. 

I realize that it is not possible for you to handle every segment of our economy 
separately in matters of taxes. It would be humanly impossible for you to take 
2ach item subject to an excise tax and give it individual treatment. But in this 
instance, there is an urgent need for relief, and L hope you will not delay in bring- 
ing it out as a separate measure rather than to wait and include it as a section 
to the general tax bill. Of course, the repeal of the tax in the general tax bill 
would be the second best alternative. 

Thank you very much for the opportunity of making this statement. 


CONGRESS OF THE UNITED STATES, 
House OF REPRESENTATIVES, 
Washington, D. C., April 22, 1958. 


The Honorable DANIEL REED, 
Chairman, Committee on Ways and Means, House of Representatives. 
DEAR Mk. CHAIRMAN: My congressional district, the 17th Pennsylvania, com- 
prises eight counties, in which many motion-picture theaters are located, The 
owners of many of them have written me letters protesting the 20 percent ad- 
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missions tax imposed upon them. Others have talked to me personally and have 
told me that this tax has worked such hardship that they have been forced out 
of business. I therefore want to be recorded in support of H. R. 157, which pro- 
vides that the tax on admissions shall not apply to admissions to motion-picture 
theaters, the enactment of which will help these people save their businesses. 
Sincerely yours, 
ALvIN R. Bus. 


STATEMENT oF Hon. Rozert C. Byrp, oF WEST VIRGINIA 


Mr. Chairman and members of the committee, I wish to add my voice in support 
of the Mason bill which would eliminate the 20 percent Federal tax from movie 
tickets and give exhibitors a chance to survive. 

The treaters in my State have not been able to keep their admission prices on 
a par with operating costs and this, coupled with the inroads of television, paints 
a gloomy picture for theater owners all over the country. I am informed that, 
whereas theaters help draw people to the shopping centers, the merchants and 
businessmen in some small towns have gone to the trouble of subsidizing theaters 
out of their own pockets for the sake of the general business welfare of the 
community. 

Theater owners have a fixed cost of operation which is the same whether they 
show to 1 person or to 1,000. With the decline in attendance it is, therefore, easy 
to understand why as of January 31, this year, 64 theaters had closed their doors 
in West Virginia. For the ‘bentfit of the members of this committee, I wish to 
include in the record a list of these theaters which have closed. (The list 
referred to is filed with the Committee on Ways and Means.) 

I am sure that the theater owners are interested in paying their fair share in 
the expenses of our Government. However, in order to pay taxes they must not 
only stay in business, but they must also make a profit. Unless some sort of 
relief such as a repeal of the 20 percent admissions tax is granted, the Gov- 
ernment stands to lose not only the rapidly dwindling receipts from the admis- 
sions tax but also stands to lose potential revenues which should accrue from 
corporation taxes on profits, plus personal-income taxes on dividends and salaries. 

I hope that the committee will favorably report the Mason bill to the House 
so that immediate action may be taken to relieve theater owners of this unfair 
and oppressive tax. 


STATEMENT OF Hon. A. S. J. CARNAHAN, OF Missouri 


Mr. Chairman and members of the committee, I appear before you in support 
of H. R. 157 which will exempt motion pictures from Federal admission tax. I 
feel that I am expressing the views of the theater owners within the Eighth 
Congressional District of Missouri, which I have the honor to represent. The 
theater owners in my district have appealed to me for the repeal of the 20-percent 
tax on theater admissions and I respectfully request your consideration of the 
repeal of this burdening tax. 

In President Eisenhower's state of the Union message he stated that the tax 
structure as a whole demands review and that a system of taxation must be 
developed which will impose the least possible obstacle to the dynamic growth 
of the country. He added that this includes particularly real opportunity for 
the growth of small businesses. 

Gentlemen, theater owners are small-business men, and that is particularly 
true of those within my district. With the 20-percent Federal tax they are not 
only being denied the opportunity of growth but are closing rapidly all over 
the United States. Within the State of Missouri, 21.9 percent have been closed 
on the basis of those operating in 1948 prior to television, and 136 theaters 
have closed as of April 1, 1953. Many of them are open today only because they 
are living in the hope this tax will be removed. We know of the competition 
that is felt by the theaters from television and with the prevailing tax it has 
become almost impossible for the theaters to continue to keep their doors open. 

While everyone is interested in sufficient revenue for the United States Treasury 
to balance its budget, it has been shown by repeal of the 20-percent theater 
admission tax, the United States Treasury will actually receive more money 
from the resultant collateral taxes from the picture industry which will more 
than replace to the Treasury the tax loss through removal of the admission tax. 
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The motion-picture theaters must be made economically sound, for it has an 
important place in our American way of life. It should be encouraged through 
the repeal of the admission tax 

I thank the committee members for affording me the privilege of appearing 
in behalf of the theater owners within the Eighth Congressional District of 
Missouri and ask their favorable consideration of H. R.157. 


STATEMENT OF HON. EMANUEL CELLER, OF NEW YorK 


H. R. 157, a bill to provide that the tax on admissions shall not apply to admis- 
sions to a moving-picture theater, is a bill which logie and the equities demand 
be enacted into law. 

Between 1947 and 1953, 145 theaters in New York City closed their doors. Ifa 
metropolis like New York City sustained so great a loss, a city into which millions 
of visitors pour in annually and whose resident population is the highest in the 
country, it does not take much imagination to see how large is the scope of the 
loss suffered throughout the country. For itis a loss. It is a huge loss in terms 
of the number of people forced into unemployment, in terms of the neighborhood 
stores which depend for their livelihood on the constant motion and life on the 
street which has a moving-picture house. Adjoining property values are affected. 

One motion-picture operator wrote to me as follows: “Years ago when radio 
came into existence, it had the motion-picture business reeling, but we were able 
to fight back and we did just that. If we had a 20-percent tax in those dark 
radio days, we would have never survived. We could not give a free ticket to 
every fifth customer.” 

In many cases, the moneys paid out to the Federal Government by the moving- 
picture house is exactly the amount which would have permitted the business 
to survive. In other instances, the tax represents a still further penalty added 
to an already sustained operational loss. It is clear that if the motion-picture 
houses increased the original admissions price which, of course, would mean 
an increase in the tax, the industry would completely price itself out of business. 
The patron of the motion-picture house does not say to himself as he purchases 
his ticket that so much is for the management and so much for taxation. He sees, 
understandably, the purchasing price of a ticket as a single unit. 

A tax which destroys is an abusive tax. A tax which penalizes legitimate 
business interests to so drastic an extent as to force the closing of doors must 
not be retained. I offer for the record a list of moving-picture houses which 
have been forced out of business since 1947. 

(The list of 168 theaters appended to Mr. Celler’s statement have been placed 
on file in the committee office. ) 


STATEMENT OF HON. WILLIAM C. COLE, OF MISSOURI 


I represent a part of the country which is receiving only partial benefit of 
television, but already the motion-theater industry has been hard-hit. 

Many of our smaller towns are now without theater facilities of any kind. The 
men who abandoned their investments did not do so without good reason. That 
reason Was their inability to make a profit ; yes, even come out with their original 
investment. When you consider that 1 dollar out of every 6 they took in went 
for Federal taxes, you don’t wonder. It’s true that the theater goer theoretically 
pays the tax, but when the total ticket price, including tax, goes beyond a certain 
amount, the customer just doesn’t show up. Increased admissions are out of the 
question. 

I have a letter from M. B. Presley of Savannah, Mo., who tells me he is a mem- 
ber of a family which has been in the theater business 23 years. The only thing 
that keeps his theater on the black side of the ledger at all, he says, is the conces- 
sion stands. In other words, popcorn is keeping him going, hoping for somethins 
better. 

I have similar letters from Glen W. Dickinson of Mission, Kans., and from 
Stanley Durwood of my own city of St. Joseph, Mo. I want to call attention 
to a letter from F. G. Weary, manager of a theater at Richmond, Mo. He has 
been there since 1915. He points out that 20 years ago he charged 35 cents ad- 
mission. Today, he charges 50 cents. But his own part of that is 41.2 cents. The 
rest is tax and this 6 cent increase will not take care of higher costs, of course. 
Within the next 90 days a powerful television station will go into operation 
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at my city of St. Joseph. It is going to reach out and take thousands of possible 
theater patrons. 

In the last 5 vears 136 theaters have closed in Missouri. Over 20 percent of 
our movie houses are now dark For this reason, if for no other, I favor H. R. 157 


and sincerely hope that your committee will report it favorably. 


STATEMENT Of} HION NORRIS COTTON OF New HAMPSHIRI 


I t to add my request to those received from other members who are 
urging the committee to take favorable and prompt action relative to H. R. 
157, a bill to provide that the tax on admissions shall not apply to admissions to a 
moving-picture theater 





Il have had many appeals from moving picture theater owners and operators 
in my district, and from information presented, | am convinced that the industry 
S in a serious situation due to competition of TV, drive-in theaters, and 
other recent developments, and unless it is relieved of the Federal admissions tax, 
continuance of theaters in certain areas will be further imperiled. The moving 
pictures, in my opinion, are still the most inexpensive and most avaliable medium 
of pleasure and information to those of our people of limited incomes who can- 
not afford more modern devices, and they would be greatly deprived if the 


theaters were forced to close their doors 


STATI NT OF Hon. WittLisamM A. DAWSON oF UTAH 
Mr. Chairman, I want to thank the committee for giving me this opportunity 
of presenting to its members the problems being faced by motion picture opera- 
tors and their emplovees in Utah My statement will be brief You have re- 
ceived ample testimony to the effect that owners of motion picture theaters 
are going bankrupt Closed theaters throughout my district and the United 
States are mute evidence that this danger is imminent Each of these closed 


theaters means a loss in revenue to the Nation, the State. and the local govern- 
ment in which the building is located 





I have in my hand several letters from theaters operators back home. These 
are not emotional letters. They are letters crammed with profit-and-loss state- 
ments. Some of them are supported by bank statements All reveal approxi- 
mately the same thing. The difference between operating at a marginal profit 
or at a substantial loss is the continuation or repeal of the 20 percent Federal 

se ent tax 
f re e problem is not limited to the theater owner alone The Gov- 
ernment certainly is financially involved. The question of whether the Gov- 


ernment is to collect revenue Trom our motion picture operators must be con 
sidered. I have a report showing that revenue from the 20 percent levy on mo- 
tion picture admission has decreased from $505 million in 1947 to $312 million 
n 152. Obviously, continuing the present 20 percent tax is going to result in 
ess and less revenue annually to our Federal Treasury We lose not only the 
excise revenue, but income and corporation taxes which would be paid by em- 
ployees and the business if it continued to operate 

Here we have an instance where an industry is on the rocks: where the dif- 
ference between sudden death and survival is the margin of a special excise levy. 

I feel that the Federal Treasury can gain little and eventually lose mueh by 
the continuation of what amounts to a special tax against an industry that is 
facing tremendous survival problems. Our self-interest from a tax collection 


l 
} 
I 


standpoint should be on the side of those motion-picture theater owners who 
are fighting to survive 


STATEMENT BY HON. ISIDORE DOLLINGER, OF NeW YorkK 





Mr. Chairman, I urge the repeal of the 20-percent Federal admissions tax on 
movie tickets. On February 3, 1953, I introduced H. R. 2524, which provided, 
among other things, for the repeal of this tax. 

The 20 percent tax an admissions, added to the price of admissions, makes the 
cost prohibitive. Most people now cannot afford to attend moving-picture thea- 
ters, and as a result many thousands of motion-picture theaters have already been 
closed down, and thousands more cannot continue in business much longer. The 
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plight of the motion-picture theaters is deplorable. The survival or extinction 
of moving-picture theaters depends upon the removal of this tax 

We must also remember that the jobs of many thousands of employees are in 
jeopardy, and many more thousands of the moving-picture-theater employees are 
already out of work due to the great number of theaters which have been forced 
to close. Managers, office help, engineers, porters, ushers, doormen, cashiers, 
and others are being thrown out of work. In the New York City area alone some 
7 permanent theater closings have already taken place; as of this time, 20 more 
have given closing notices. This condition is prevalent throughout the country. 
In my own district in the Bronx I have seen many heretofore busy moving- 
picture theaters completely shut down. Communities where they are located now 
resemble ghost towns. When busy these theaters would draw large crowds which 
helped the local merchants in the area also. The merchants affected by the 
theater closings have suffered immeasurable harm. ‘This tax has been so pro- 
hibitive that not only has it thrown the motion-picture theaters out of kilter but 
business as well—all of which has been harmful to the entire community. Thus, 
the increased tax really means a loss to the Government because other businesses 
which heretofore flourished are now suffering losses. 

The American people are carrying a tremendous tax load and there is no indi- 
cation that the load will soon be lightened. In addition, the ordinary wage 
earner finds it almost impossible to meet high living costs and he certainly 
ean afford no real luxuries. However, under our American standard of living, 
persons in all wage brackets in the past have been able to have some recreation 
and certainly all should be entitled to decent entertainment and relaxation after 
au hard day’s work. The movies have supplies such entertainment; the cost was 
nominal; and persons in all walks of life were able to enjoy several hours of 
wholesome amusement at a price they could afford to pay. The 20-percent admis- 
sions tax put that privilege out of bounds for many thousands of persons. 

We cannot expect the American people to work long hours in defense plants, to 
give their best to the defense mobilization effort, to carry a staggering income 
tax load, and at the same time to keep up their morale—-unless they have the 
recreation necessary to their general health and well-being. To tax away one of 
their major forms of entertainment seems most unjust and unfair. We cannot 
expect our people to be contented under a system of all hard work and no recrea 
tion, and if we tax their recreation hours unfairly, we cannot ask them to give 
their best efforts to the country. 

The 20 percent admissions tax should be eliminated. If we do not repeal this 
tax, one of the country’s greatest industries will go under, and the people of 
this Nation will be deprived of one of our greatest mediums of entertainment. 
I trust this committee will take favorable action on the bill before it so this 
tax may be repealed without delay. 


STATEMENT OF Hon. Haroitp D. DONOHUE, OF MASSACHUSETTS 


Mr. Chairman and members of the committee, I desire to first express my ap- 
preciation of your courtesy in permitting me to submit this statement in favor 
of H. R. 157, which provides that tax on admission shall not apply to admission 
to a moving-picture theater. Realizing as I do the tremendously burdensome 
schedule this committee faces, I shall try to make my presentation as brief and 
pertinent as possible. 

In arriving at the conviction that the motion-picture theaters of the country 
should be exempted from the admissions tax, I have examined all the evidence 
obtainable. Authoritative financial statements and reports revealing the dis- 
astrous economic situation afflicting the movie theater owners and employees 
have already been presented to the committee, and I am not going to intrude upon 
your busy time by repeating them all. In the absence of any creditable con 
tradictory financial evidence, I think it is reasonable to accept the figures already 
introduced as being fundamentally true. It seems to me that a fair and impartial 
examination of these figures will demonstrate that the movie theater industry is 
very sick financially and in real danger of disappearing, particularly from our 
smaller American communities, unless relief from the present Federal 20 percent 
admission tax is promptly given. 

The facts that have been disclosed here reveal that since 1946 a total of 5,088 
theaters have been forced to close their doors. During the first 3 months of 
1953 theaters closed at the rate of 3 daily. Unless movie theaters are exempted 
from this tax, it seems clear that at least 5,347 more theaters, or 29.2 percent 
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of all the theaters now open, will be driven out of business during the next 12 
months I am sure that the members of this committee will agree that the 
purpose of the admissions tax, or of any tax program, is not to destroy or force 
the disintegration of American business 

I think you will also agree that a thorough study of the situation will show 
that the unfortunate financial desperation surrounding the movie-theater people 
has developed through no fault of their own. The outstanding cause of the 
industry’s threatened collapse is the 20-percent Federal admission tax, which by 
preempting for the Treasury most of what would have been a normal price rise 
in theater tickets during the postwar inflation period, financially embarrassed 
the theaters and precipitated them into crippling economies that reduced their 
attractiveness as places of public entertainment. Thus, they have been made 
practically helpless and vulnerable before their modern new tax-free competitor, 
television. I think that it is quite pertinent to remember that before the infla- 
tion period the movies were without serious competition as the peoples’ principal 
source of entertainment 

As I stated at the outset, I do not wish to impose unduly upon your time. 
I realize full well that complete information on the entire history of the economic 
circumstances adversely affecting the movie-theater industry is in the possession 
of the committee, and I am confident it will be accorded your thorough considera- 
tion. I feel sure that at the conclusion of these hearings, when you have had 
the opportunity of summarizing and scrutinizing all the competent evidence, you 
will favorably report this measure to extend admissions-tax relief to the movie- 
theater industry and employees, because otherwise this traditionally American 
entertainment business cannot survive. 


CONGRESS OF THE UNITED STATES, 
House OF REPRESENTATIVES, 
Washington, D. C., April 20, 1958. 


In re proposed legislation for repeal of the present 20-percent admission tax on 
admissions to moving-picture theaters 


Hon. DAaNntet A. REED, 
Chairman, House Waus and Means Committee. 
House of Representatives, Washington, D. C. 

Mr. CHAIRMAN: Being a member of both the Armed Services Committee and 
Un-American Activities Committee, and both of these committees meeting this 
day at the same hour, it is impossible for me to be present in person and testify 
before your committee in favor of amending section 1700 (a) (1) of the Internal 
Revenue Code so as to provide that the tax imposed under said paragraph shall 
not apply to the amount paid for admission to a moving-picture theater if the 
principal amusement offered with respect to such admission is the showing of 
moving pictures 

Heretofore on January 13, 1953, it was my pleasure to author and file H. R. 
1539, a copy of which I herewith attach to this communication, and I ask that 
this communication and copy of said bill, H. R. 1539, be both inserted in the 
records of your committee proceedings at this point. 

In the great 23d Congressional District in Los Angeles County, which I have 
the honor to represent this, my fourth term as a Member of Congress, there are 
located some of the most attractive theaters in the United States. 

When I was in the 23d District during some of the recent Easter recess I was 
reliably informed that there are motion-picture theaters in the following towns 
in the 23d District which were closed prior to February: A considerable number 
in Los Angeles, 2 in Bell, 1 in Bellflower, 1 in Downey, 1 in Huntington Park, 
1 in Lynwood, and 1 in South Gate. 

It is believed that there is sound justification and sound reasoning for the 
repeal of said 20 percent admission tax on motion-picture houses throughout 
the country. Also in support of my position in the premises I herewith file with 
you a communication dated March 17, 1953, from Mr. Albert Hanson of the 
South-Lyn Theaters, 9325 Long Beach Boulevard, South Gate, Calif. This 
frank, clear, and positive statement by Mr. Hanson is adopted by me in present- 
ing the viewpoint of the motion-picture exhibitors in my congressional district. 

Mr. Chairman, I naturally am not urging that the text of H. R. 1539 be adopted 
as such. But, I am vigorously urging that the principle therein be adopted and 
I am informed that the Mason bill, H. R. 157, incorporated this same principle ; 
to wit, the elimination of the 20 percent admission tax. 

Sincerely yours, 
CLYDE DoYLE, Member of Congress. 
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(The bill and communication referred to herein are on file with the 
Committee on Ways and Means.) 


STATEMENT OF HON, CARL ELLIOTT, OF ALABAMA 


Mr. Chairman and members of the committee, recently I have had occasion to 
make a rather complete study of the moving-picture show business in the Seventh 
Congressional District of Alabama. 

I know a large number of the moving-picture Owners and operators in the 
Seventh Congressional District and I was literally surprised to learn of the 
failing status of their businesses under existing conditions. 

For the purpose of the record, | will summarize my findings by saying that 
there is hardly a moving-picture exhibitor in the Seventh Congressional District 
who made a profit in the calender year 1952, 

I do not know exactly what is the cause of the depression in the moving-picture 
show business in the Seventh Congressional District. However, | have an idea 
that it is due to competing forms of entertainment, such as television, and to the 
fact that less money is now in circulation in the area of the Seventh Congressional 
District than was true in the late 1940's. 

At any rate, the moving-picture show owners advise me that they cannot raise 
their admission costs and expect their volume oc business to increase. Generally, 
I am told that to raise the admission costs on moving-picture theater tickets 
would only cause additional numbers of people to stay away from the movies. 

We are faced throughout the moving-picture show business in the Seventh Con- 
gressional District with the very unusual situation of the moving-picture show 
owner himself collecting many thousands of dollars in Federal excise taxes for 
the United States Treasury and finding the operation of the theater not only 
making no profit, but failing to earn any return on his enormous business invest 
ment. 

We have had similar cases where the burden of Federal taxes was so great 
that an industry, in order to survive, had to have tax relief. It comes to mind 
that just a few years ago we lowered the excise taxes on Western Union tele 
graph messages, as I recall, from 25 percent to 10 percent. I believe as a result 
of that action Western Union’s financial situation has been more stable. 

A few years ago we recognized the situation in the coal industry with respect 
to the depletion of coal reserves and raised the amount of allowable depletion 
for tax purposes. 

If the condition of the moving-picture show industry in the Seventh Congres- 
sional District is any indication of the industry’s plight nationwide, and I am 
convinced from what I have heard here and through the press that that is true, 
l certainly feel that the Congress is entirely justified in removing the 20 percent 
tax on movie admissions, 

This action would give moving-picture theaters a chance to survive the sudden 
onslaught of high competitive forces. In other words, the moving-picture busi- 
ness is confronted with a fact, not a theory. It needs excise tax removal or at 
least a drastic reduction in order to survive. 

From my study of the moving-picture situation in the Seventh District, 1 am 
convinced that a complete removal of the Federal excise taxs from moving-picture 
admissions would be the most preferable action for the Congress to take. With 
this thought in mind I have introduced H. R. 2083 which exempts moving-picture 
theaters from the Federal excise tax on admissions. 

Mr. Chairman, I feel that this great committee should give consideration to this 
situation and should grant immediate relief to this industry. It should be within 
the province of the Congress to encourage the existence and survival of legitimate 
private enterprises wherever an equitable adjustment of the tax structure gives 
us the chance to do so, 


STATEMENT OF HON. SIDNEY A. FINE oF NEW YORK 


Mr. Chairman, I am strongly in favor of enactment of H. R. 157. 

Many motion-picture theater owners in my district have come to me and have 
asked me to lend my support to H. R. 157. Many other theaters have been com- 
pelled to close their doors in recent years. I have made a study of the problem, 
and have asked the Metropolitan Motion Picture Theaters Association, Inc., to 








100 ADMISSIONS TAX ON MOTION-PICTURE THEATERS 


supply me with their reasons as to why the bill should be passed and why the 
20-percent Federal admission tax on movie tickets should be repealed. 

I submit herewith a letter to me dated April 17, 1953, from the president of 
the association You will find therein contained the argument for such repeal. I 
support them fully. 

Mr. Chairman, I am convinced that the exemption of the admissions tax from 
movie tickets would restore the motion-picture theater to the period of healthy 
growth it formerly enjoyed in all of our communities, and that as a result, the 
Government would obtain from other taxes upon motion-picture-industry profits 
the revenue to offset a good part of the money lost by exempting admission taxes 
on movie tickets. 

[ urge that this committee approve H. R. 157 as it is now written, and intend 
to vote for it when it comes before the House. 


(The letter referred to is on file with the Committee on Ways and 
Means.) 


STATEMENT OF THE HONORABLE JOHN E. FoGArty oF RHODE ISLAND 


I strongly urge that the Ways and Means Committee of the House of Repre- 
sentatives give favorable consideration to the elimination of the tax on admis- 
sions for theaters. 

From information brought to my attention by the owners and operators of the 
many community theaters in the State of Rhode Island, it is apparent that this 
tax is a positive deterrent to the profitable operation of these theaters. The 
situation has become so bad, economically, that many of them are threatened 
with the closing of their establishments. Should this happen there would be a 
substantial loss of income to their respective communities and many of their 
employees would be thrown on the unemployment rolls. 

It is the unanimous opinion of those in the industry that the most direct relief 
that can be given them is the lifting of the present 20-percent tax. This rate was 
applied during World War IT and was intended as a wartime measure. In fact, 
a clause in the act stated that it would be repealed 6 months after the conclusion 
of the war. Despite this guarantee, the rate is still in existence long after the 
cessation of the war 

There is certianly no longer any justification for continuing this tax and I hope 
that the committee takes quick action for its repeal. By so doing, the industry 
will be encouraged and directly aided in its attempt to weather its economic 
storm with direct benefit to the general welfare of the country. 





CONGRESS OF THE UNITED STATES, 
HOUSE OF REPRESENTATIVES, 
Washington, D. C., April 22, 19538. 
Hon. DANIEL A. REED, 
Chairman, Committee on Ways and Means, 
House of Re presentatives, Washington, D. ¢ 

Dear Mr. Reep: I am sending to you herewith a statement from my brother, 
Alfred V. Hagen, of Palmer, Alaska, to be inserted into the hearings in con- 
nection with H. R. 157 and other legislation which would repeal the tax on 
theaters and amusements. His statement follows: 

“My name is Alfred V. Hagen and I am a theater owner and operator at 
Palmer, Alaska, in the Matanuska Valley. I ask passage of legislation which 
would give theater operators the relief necessary to continue serving the public 
and the Government as well in the future as they have in the past. 

“Our cost of operations have skyrocketed, but the theater admissions have had 
but a small advance in price. It is impossible to increase theater admissions in 
the same ratio that labor and materials costs have increased, without pricing 
the theaters out of the entertainment field entirely. 

“I feel very strongly that it is absolutely necessary to eliminate this tax in 
order to save this great industry. 

“My statement. 

ALFRED V. HAGEN,.”’ 
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Appreciating your cooperation in inserting the above statement in the record 
of the hearings on H. R. 157 and other similar bills, | am 
With best wishes, 
Sincerely yours, 
Haroip C. HAGEN. 


CONGRESS OF THE UNITED STATES, 
House OF REPRESENTATIVES, 
Washington, D. C., April 13, 1958. 
Hon. DANIEL REED, 
Chairman, Committee on Ways and Means. 

DEAR CHAIRMAN REED: While it will be impossible for me to appear in person 
before the Ways and Means Committee hearing on H. R. 157, 1 do wish to acquaint 
the committee with my interest in favorable action on this measure 

The theaters of this Nation, particularly in areas served by television, are 
seriously hampered by the admissions tax and there have been a number of 
closings in my district which may be indirectly attributed to the operation of 
the tax. 

It is my belief that any Federal tax which restricts legitimate business, some 
times to the point of bankruptcy, is a bad tax and I would favor its repeal. 

Sincerely yours, 
Ceci, M. HARDEN. 


STATEMENT OF Hon, Oren Harris, oF ARKANSAS 


Mr. Chairman and members of this distinguished committee, I appreciate this 
opportunity of expressing to you my interest in this proposal. I wish to compli- 
ment Mr. Mason, one of your distinguished members, in the sponsorship of this 
legislation I wish to commend this committee for including this proposal on 
your agenda and the consideration that is being given to it 

The theater has long since become an important factor in the lives of the 
American people. It provides wholesome recreation, as well as an avenue of 
education important to all of our people. Any program that becomes a burden 
on a necessary established industry deserves most thoughtful and careful con 
sideration 

We all appreciate the necessity of imposing burdens on our people, our indus- 
tries, and institutions during World War II and since. The people of this 
country in a serious emergency will always arise to the occasion and suffer 
necessary burdens for the preservation of our freedom and our American way 
of life, traditional in this democracy. You, the members of this committee, who 
are outstanding Members of the Congress of the United States have courageously 
shouldered the burdens and the responsibilities of trying to provide the means 
and the methods for as equitable a distribution of the tax burden on our insti- 
tutions, industry, and the people as is possible. The years of careful study and 
consideration on the highly complicated tax problems qualify the members of 
this committee as specialists in this field. 1 feel and I am sure the people of the 
country feel that with the knowledge and familiarity with the subject, you are 
not only willing but anxious to reduce and minimize this heavy load as expedi- 
tiously as possible. 

While we realize that under our democratic institutions the tax burden is 
to be equally and fairly distributed among all groups as is possible, there is ample 
justification for priorities under certain conditions and circumstances. It is 
inequitable and an injustice to continue to impose a burden upon any business 
or industry that has the effect of destroying the business and thereby depriving 
the people of the service it provides, and particularly is this true with the burden- 
some tax on the theater industry at this time because of the increased or addi- 
tional competition being established throughout the country in what we refer to 
as a new era in communications known as television. 

A few months ago there were 108 television stations in the United States. 
Applications for additional stations had been frozen for more than 4 years. The 
freeze was lifted in June of last year, and already today there are more than 
200 stations and applications are being approved almost every day. It will be 
only a matter of time until it is anticipated there will be some 2,000 television 
stations throughout the United States. In most of the homes of the country 
there will be television just as it has been and will continue to be with radio. 
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There is no excise tax charged directly to the viewers for the programs, the 
entertainment, the recreation, education, etc., provided over these facilities. It, 
therefore, provides the keenest competition with the movie and theater industry. 

Mr. Chairman, I speak to you gentlemen of the committee in behalf of the 
theaters of my district. They are no different from others throughout the United 
States. They need relief. A number of them have explained to me the difficulty 
they are having in continuing to operate. They have given me a statement of 
their operations for 1952, and they show a net loss brought about by the fact 
that the burdensome 20 percent excise tax is continued and required. 

This bill by our colleague, Mr. Mason, exempts the theaters from this con- 
tinuous tax burden on admissions. If it is not approved, Mr. Chairman, and 
this relief granted, it is my opinion that a great many of the theaters, and espe- 
cially the smaller ones in the small communities which provide the major recrea- 
tion for their communities, will be forced to close. Therefore, I appreciate this 
opportunity of appearing before this committee and urging your most sympathetic 
and favorable consideration of this measure. I hope this committee in its con- 
sideration and with the wisdom it possesses will report it to the House in order 
that we can bring about this justified and needed relief to the theater industry. 


CONGRESS OF THE UNITED STATES, 
House OF REPRESENTATIVES, 
Washington, D. C., April 20, 19538. 


Hon. DAantev A. REED, 
Chairman, Ways and Means Committee, 
House of Representatives, Washington 25, D.C 

DerAR Mr. CHAIRMAN: In connection with your consideration of H. R. 157, 
which proposes relief from the Federal excise tax on theater admissions for 
motion-picture theaters, I should like to cite the experience of one respected 
independent motion-picture theater operator in my congressional district of 
Virginia. 

This operator has been in business more than 30 years. It enjoys excellent 
standing in the community and can be regarded as a successful exhibitor enter- 
prise. Two theaters are operated. 

To illustrate the present situation of the business, one of the partners has 
furnished me a statement of earnings for recent years showing the position of 
the enterprise when all disbursements other than Federal admissions-tax remit- 
tances had been charged against receipts, as well as the position after such tax 
remittances had been made. 

Viewing the experience of the business in this way, the following picture is 
obtained : 


Net earnings 
after Federal 
admissions 
tax 


Net, before Federal ad- 
Year Federal ad- | missions tax 
missions tax paid 








1950 7 $47, 614. 45 $11, 048. 49 
1951 44, 920. 77 9, 461. 64 
1952 34. 985.06 29, 5, 462. 71 
1953 (Ist quarter 8, 110. 08 7, 359. 89 750. 22 


To emphasize the impact of the admissions tax, the following further com- 
ments are made: 

“In 1950 the Federal admissions tax consumed 77 percent of our earnings. 

“In 1951 the Federal admissions tax consumed 78 percent or our earnings. 

“In 1952 the Federal admissions tax consumed 84 percent of our earnings. 

“In the first quarter of 1953 the Federal admissions tax has consumed 90.7 
percent of our earnings. 

“We have always looked to months of January-February-March as being our 
best quarter. Therefore, according to the trend indicated above we are almost 
certain to end the year 1953 by paying out more in Federal admissions taxes than 
we actually net before taxes.” 

Other exhibitors in my district, faced with increasing competitive pressures 
from other entertainment media, have been impelled to write me recently, and 
their reports are similar to the one set forth above 3 


= 
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It was my thought that this summary of a case history might be useful to the 
committee in its consideration of H. R. 157. 
Sincerely yours, 
Burr P. HARRISON. 


STATEMENT OF Hon. Louis B. HELLER, OF NEW YORK 


Mr. Chairman and members of the committee, I appreciate the opportunity 
given me by your committee to express my views on the bill now under consid- 
eration, H. R. 157, to repeal the 20-percent Federal tax on theater admissions. 

A little over 3 years ago, on February 8, 1950, I introduced a similar bill call- 
ing for the repeal of this tax. Shortly thereafter came the war in Korea and the 
time was not ripe for takeng any action on my bill in view of the fear that the 
Korean war might be expanded into a new world war. In the light of recent 
hopeful events on the international horizon, I proceeded to reintroduce my origi- 
nal bill on March 25 of this year, which is very similar in content to H. R. 107 
now before your committee, 

he original Admissions Tax Act was passed as a war revenue measure in 
1917 during the First World War. That act was never repealed, although in 
the years between the First and Second World Wars certain minimum rates 
were designated under which the tax did not apply. During World War II the 
Revenue Act of 1948 placed the effective rate at 20 percent of the admission 
price and this wartime rate is still in full effect, despite an express clause in the 
act for automatic repeal of this rate 6 months after the conclusion of the war. 

It is now nearly 8 years since the conclusion of that war. Many great changes 
have taken place in the political, economic, scientific, and other spheres of hu- 
man endeavor, all of which are affecting our daily life and tasks. The coming 
of television, for example, is one such change which is gradually influencing our 
daily activities in recent years as individuals and it is also exerting tremendous 
effect upon the whole field of entertainment in general, and upon the motion- 
picture industry in particular. 

While it is a well-known fact that the motion-picture industry has been ad- 
versely affected by the growth and widespread development of television—which 
incidentally, is not subject to taxation—the industry has also suffered disas- 
trous effects from the unjust excise tax on admissions, with the result that many 
theaters throughout the country have been forced to close down in the last few 
years. In the past 5 years alone some 3,200 movie theaters were closed down and 
many others are reported to be operating at a loss. No section of the country 
is immune, all of them feel the effects of this oppressive tax and are wondering 
what the future holds in store for them. The great metropolitan centers sutier 
as much as the lesser populated areas. In our own metropolitan area of Greater 
New York no less than 60 motion-picture theaters were forced to close their 
doors during the year 1952. 

All of this unquestionably has its effect upon our economy. People are 
thrown out of work, commercial areas where such theaters are located suffer 
because the neighborhood loses its attraction, small merchants suffer loss of 
trade, and property decreases in value. Even tax receipts from this source have 
been gradually decreasing in recent years, and will continue to decrease as more 
and more theaters are forced into bankruptcy by the existing tax on admissions. 
It is worthwhile examining the following tax returns from admissions to draw 
the conclusion whether to continue the tax or repeal it before it is too late. 

On the basis of reports from the United States Treasury Department, the 
revenue from admissions in 1947 was $505 million. In 1949 it declined to $385 
million; in 1951 it reached $845 million; and in 1952 it was only $312 million. 
In other words, between 1947 and 1952 the tax on admissions declined by nearly 
40 percent. 

Let us also examine another interesting fact. The entertainment provided 
by the motion-picture industry is on a mass scale, reaching every segment of 
our population and every corner of the land. It is no longer a form of luxury 
entertainment aimed only at the high-income groups; to millions of people in 
the middle- and low-income groups this constitutes a vital and often only means 
of relaxation and recreation. During and immediately after the last war, when 
the industry reached its peak and earnings were relatively high, attendance 
at the theaters rose tremendously. Thus, in 1946, the weakly attendance was 
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approximately 98 million; in the past year or two it has fallen to about 50-55 
million weekly attendance. Elimination of the tax on admissions would un- 
questionably help to improve the situation 

By continuing to maintain this tax on our statute books we are not only seri- 
ously hurting the 20,000 motion-picture theaters in the country, but we are 
actually taxing them out of business. When this tax was originally imposed as a 
wartime measure, it was accepted by the American people in good faith because 
they realized there were sound reasons for it. Today, there is no longer any 
justification for continuing this tax, new factors have arisen which affect the 
motion-picture industry ; consequently, we must do everything possible to en- 
courage the industry, to help it survive its present difficulties, and to maintain 
its position in the American economy) 

We can contribute immeasurably in that direction by prompt repeal of the 
excise tax on admissions I strongly urge vou to eliminate this burdensome and 
unnecessary tax which is so detrimental to the motion-picture industry and the 


theaters throughout the country Your favorable action on this bill and your 
recommendation for its adoption by the Congress will receive wide acclaim and 
ippreciatior an industry which is desparately struggling to overcome its diffi- 
culties and tcomings. Let us encourage it to regain its foothold. 





STATEMI or Hon. WiLtraAm E. Hess, or Onto 


Mr. Chairman, I appreciate the opportunity of appearing before this Com- 
mittee to urge favorable action by the committee on H. R. 157, the bill introduced 
by Representative Mason to exempt motion-picture theaters from the admissions 
tux 

rhe testimony presented to the committee this morning seems to be most 
persuasive I shall not, therefore, duplicate that testimony with facts and 
figures pertaining to my district. However, I do feel compelled to call the atten- 
tion of the members of the committee to the fact that the statements made so far 
typify the conditions exist 

[, therefore, respectfully urge that favorable action be taken on H. R. 157. 


ing among theater operators in my constituency, 





STATEMENT OF Hon, CrraAr tes B. Horven, or Lowa 


Mr. Chairman and gentlemen of the committee, I favor the enactment of 
H. R. 157, a bill to repeal the admission taxes upon movie theater admissions. 

Many theaters in my congressional district are feeling the pinch of this tax, 
and it must be removed if they are going to continue in business very long. 
\ lot of the little theaters in my district are almost entirely a family operation. 
Many weeks they do not show a profit but still have to pay a sizable amount in 
Federal admissions taxes, 

The removal of the 20 percent admissions tax may not solve all the problems 
of the movie theater operators but it wfll help keep them in business and that 
is the important thing. The forced closing of these theaters is not only the 
concern of the theater owners themselves but of the business people of small- 
town communities as well 

A glaring example of what is actually happening to the small movie theater 
s clearly demonstrated by one of the operators in my district. He showed an 
operating loss of $854.85 in 1952, but he remitted $5,688.88 to the Treasury De- 
partment in admissions taxes. For the first 3 months in 1953, he showed an 
operating loss of $461.94 while he paid $1,241.93 in admissions taxes. He tells 
me that his operating loss in 1953 will be at least double what it was last vear. 
This man has a $60,000 investment in his theater, and there does not appear to 
be much hope of survival for him if he must continue to carry the burdensome 
20 percent admissions tax j 

If these movie theaters in our small towns are to survive and the towns are 
to have a theater, it is most urgent, and essential that the admissions tax be 
removed immediately I, therefore, strongly urge that the Committee on Ways 
and Means report out H. R. 157 without delay. . 
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CONGRESS OF THE UNITED STATES, 
HOUSE OF REPRESENTATIVES, 
Washington, D. C., April 13, 1958. 
Re H. R. 157, elimination of theater admission taxes. 
Hon. DANIEL A. REED, 
Chairman, Ways and Means Committee, 
House of Representatives, Washington, D. C. 


DEAR Mr. Reep: It is understood that your committee will consider the above- 
captioned matter on April 20. It is hoped that favorable action will be taken 
on the bill. 

[I will not burden you here with all the arguments that you will receive in 
connection therewith, but wish to give this as an indication of the feeling of 
the people in my district relative to this tax. 

Very truly yours, 
Craig HosMeEr, 
Wember of Congress, 18th District, California. 


STATEMENT OF HON, CiarLtes R. HOWELL, OF NEw JERSEY 


I appreciate the opportunity to file with the Committee on Ways and Means 
the following statement in connection with consideration of H. R. 157, and 
related measures, providing for the exemption of movies from the 20-percent 
tax on admissions. If problems in my district did not require my presence in 
New Jersey today, I would have appeared personally in support of this legis 
lation. 

While it is true that this tax served a real purpose at the time of its enact- 
ment and during the years since its adoption, I do feel that conditions now jus- 
tify careful study of the bill proposing its removal. This legislation, if enacted, 
will provide the relief which it is evident that movie theater owners now need 
in order to continue in business. Reports on theater attendance over the past 
year particularly have shown a marked decrease in attendance, resulting in 
considerably decreased revenues, and there seems to be no doubt that the 20- 
percent tax on admissions has played a large part in this decline in business. 
The development of television and steady progress made in the campaign to place 
a television set in every home has also been a factor in less theater revenues, 
but with the continued tax, it has been impossible for movie owners to meet the 
competition resulting from this new form of entertainment. While I cannot 
completely agree with the adage that “the power to tax is the power to destroy,” 
I firmly believe that the continuance of the 20-percent tax on theater admissions 
will eventually lead to a general collapse in the theater business, which would 
certainly have its ramifications on other branches of industry. 

Nationwide statistics indicate that revenues from industry are at an alltime 
peak and these conditions would seem to justify some early relief for theater 
owners particularly by way of elimination of this tax or marked reduction at 
this time. While this legislation may not be the entire answer and a cure for 
the serious difficulties confronting theater owners, its adoption should be of 
considerable help and assistance to them, as well as to the theatergoing public 
in general. 

I believe at the same time that study is being given to this particular tax, 
a general review should be made of other and related excise taxes, with the 
idea of revisions and modifications, as well as the “plugging” of the loopholes 
in the tax system. 

While it is important that we balance the budget and begin to reduce the 
national debt, it is equally important that we not overlook the possibility of 
revising our tax system so as to obtain the greatest revenues in the most equita 
ble way and in a manner consistent with the required operating expenses of 
our Government and in line with the obligations which we have assumed in the 
worldwide fight against communism. 
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STATEMENT OF Hon. FRANK N. IKARD OF TEXAS 


Mr. Chairman and members of the committee, I take this opportunity to urge 
your favorable action on H. R. 157 introduced by Congressman Mason of Illinois. 

The plight of the theater owners in my district, which is composed of 15 coun- 
ties in northwest Texas, is such that if they are not given some relief from the 
excise taxes, a great majority of them will be forced out of business. This, of 
course, would mean the loss of many going businesses in the smaller towns in 
my district and would contribute to a number of people being unemployed. Like- 
wise, the closing of the theaters would mean the loss of a very wholesome form 
of recreation and community activity. In many instances, the theaters that are 
now operated are paying more to the Government in the form of taxes than the 
operators are taking home themselves. In other words, they are operating solely 
as tax collectors without compensation. This tax was originally imposed as a 
wartime measure, and it seems to me that it is time that it should be repealed 
in order that the businesses upon which it is imposed may survive. 

I realize the difficult position of this committee in providing revenues for the 
operation of our Government and also the great responsibility that you have in 
that respect ; however, since it is evident from the testimony that has been pre- 
sented here that this tax has reached the point of diminishing returns, it seems 
to me that its existence is not now justified. Therefore, I take this means of 
urging your favorable action on H. R. 157. 


STATEMENT OF Hon. LEROY JOHNSON OF CALIFORNIA 


Mr. Chairman, I appreciate this opportunity of making a brief statement con- 
cerning H. R. 157, which provides for the elimination or reduction of the excise 
tax on theater tickets. 

I have been informed that there is testimony before this committee that one- 
third of the picture theaters of the United States are losing money; that about 
one-third of them are barely making expenses; and that one-third are making 
small profits. In other words, the industry is staggering along with prospects 
that during the coming year many theaters may have to close, unless the excise 
tax is removed. Also, the evidence submitted to me by the movie industry in my 
district indicates that the excise tax is almost impossible to pass on to the 
patrons of the theaters. It raises the price of tickets beyond the capacity of 
many of their patrons to pay. 

Furthermore, I have been informed that the Secretary of Treasury has made 
a careful study of the situation and testified that, in his opinion, if this tax 
were removed, the increase in the business of the movie theaters of the country 
would be such that the taxes collected from them, namely the income tax on 
earnings. would more than equal the amount which the Federal Government 
now receives from the theaters by the excise tax. In other words, the situation 
is such that the law of diminishing returns has set in in the case of the movie 
industry, and the result is that instead of getting the anticipated taxes that were 
contemplated when the excise tax was levied, the Federal Government is get- 
ting far less; in fact, the tax is the one particular item which is reducing the 
level of earnings to such a depth that many theaters are going out of business 
and those who are still in the black are paying very nominal taxes. 

Of course, we realize that the motion picture is one of the types of enter- 
tainment which the low-income-bracket citizens of our country patronize very 
heavily. It is that group who are deprived of this entertainment by virtue of 
the excise tax which we now have. Consequently, I would like to support and 
recommend to the committee the elimination, or at least a substantial reduction, 
in the excise tax now being levied. This, I believe, would be equitable and 
would not be setting a pattern, necessarily, for the elimination of other excise 
taxes. It would really be a step which would tend to increase the taxes which 
the United States Government would collect from the movie industry. 
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CONGRESS OF THE UNITED STATES, 
HouSsE OF REPRESENTATIVES, 
Washington, D. C., April 17, 1958. 
Hon. Dante A. REED, 
Chairman Ways and Means Committee, 
House of Representatives, Washington, D. C. 

Dear Mr. CHAIRMAN: IT am much interested in the proposal to exempt the 
motion-picture theaters from admission taxes. 

I have been receiving many complaints from theater operators in my district 
about this. They say they are financially distressed and lay the blame for their 
difficulties to this tax. I, therefore, strongly recommend that they be exempted 
from it. 

Sincerely yours, 
AUGUSTINE B. Kerry, M. C. 


STATEMENT OF HON. ARTHUR G. KLEIN OF NEW YORK 


Mr. Chairman it is my considered opinion that this 20 percent tax on movie 
admissions is unfair, unjust, and inequitable to the thousands of patrons of 
the movie industry. 

My own district, the 19th Congressional District of the City of New York, 
is inhabited mostly by citizens in the lower income brackets. Since the cost 
of purchasing television sets is prohibitive to most of them, they rely greatly 
on the movies for their relaxation. The additional 20 percent tax on their 
movie admissions, in many instances, is the determing factor as to whether a 
family can enjoy an evening at the movies or stay at home. 

As a result of this lack of patronage, 75 movie houses in the City of New York 
have already closed their doors; and it is my understanding that 20 additional 
theaters are contemplating the same action. 

We cannot, in all fairness to an industry which provides so much pleasure 
and education to the citizens of our great country, continue to impose upon 
it a tax which will ultimately result in eliminating neighborhood movie houses. 
With the lack of patronage and the resulting closings, many otherwise gainfully 
employed citizens of New York City are finding themselves out of jobs. When 
one considers the number of employees in one small neighborhood movie house, 
motion picture operators, cashiers, managers, ushers, charwomen, etc., and then 
multiplies that number by, let us say the 75 houses already closed, the result 
becomes ominous. 

The motion-picture theater industry is in dire need of assistance if it is to 
survive and remain one of the foremost means of relaxation and enjoyment 
to the people of this country. It is my opinion that this can be achieved by re- 
pealing the 20 percent tax on admissions. 

Mr. Chairman, and Members of the Committee on Ways and Means I urge 
upon you the repeal of the tax on admissions. 


STATEMENT OF Hon. THOMAS J. LANE OF MASSACHUSETTS 
GIVE THE MOVIEGOER A TAX BREAK 


When the Federal Government taps the pockets of moviegiers, it is depriving 
a poor man of his entertainment, and it is bringing a great industry to its knees. 

When the score is finally counted, the Government itself turns out to be the 
loser. There is a law of diminishing return which hurts everybody. We see it 
operating in the movie theaters, where the source of revenue is drying up, under 
the pressure of punitive taxation. 

There are millions of adults in the United States who can’t afford a television 
set. And there are millions of children who can’t go to the movies because men 
whose appetite for taxes is never satisfied, insist on taking money from the kids, 
in addition to the price of the show. Indirectly, this is another dig at the 
family budget which can’t stand the strain of a tax assault from all directions, 

Movie attendance has slumped. 

The industry is fighting for its life. 

Wages of projectionists are being cut by the dog-eat-dog competition from 
nonunion operators. 
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Families are denying themselves the entertainment they are entitled to, be- 
cause they have to take a stand and resist the tax gouge somewhere along the 
line, by keeping away from the box office where the unseen tax collector always 
has his hand out for extras. 

Television will come into its own some day and deserve its share of the enter- 
tainment pie, but it is getting by on novelty alone at the moment. TV right 
now is like an amateur compared with the professional movies. In clearness, 
color, technical skill, setting, script, and actors, it is far inferior to the big 
screen where Hollywood provides full-scale entertainment. 

Unthinking tax policies can ruin any industry, and the jobs they have cre- 
ated. The movies have their own problems, but the Federal Government is 
making things worse hy the bloodletting which is no way to cure any patient. 

My concern is not for the Hollywood stars who should be able to take care 
of themselves without much distress I am thinking of the people in the booths, 
the box offices—all of the staffs from manager to custodian—in the thousands of 
theaters that brighten the main streets of America, and of the small fry, clutch- 
ng their nickels and dimes as they approach the door to great adventure. 

I have, in my own experience, been stopped several times by youngsters hover- 
ing near a theater, begging for the extra pennies that would enable them to reach 
the price of admission—here in the United States of America 

I have heard parents scold their children when they asked for the money to 
buy a passport to movieland. And the reason given was never the real-life one 
that it costs too much 

The excise tax on movies is the last straw, the added margin that is strangling 
the industry and is keeping many customers away 

On the excuse that it is an emergency tax, the kind that becomes perpetual 
unless it is exposed for the unnecessary hardship it imposes and is thereby 
repealed 

The moving-picture industry is big hearted. More than any other group, its 
members have contributed of their time and talent to entertain our servicemen 
and women, even in the combat zones 

Asa morale builder, it is second to none. 

It occurs to me that morale is also important to the people who support the 
gigantic establishment that is known as the Government of the United States. 
The fuzzy theory that government lives in a climate of special privilege, exempt 
from the disciplines of prudence and practicality, is no answer to the insistent 
demand for some tax relief 

Let's start at the bottom, among low-income groups, whose chief diversion 
from the daily grind of more and more production is the relaxation they find in 
the make-believe of the movies. The laughter, excitement, and enchantment 
restores to them the human dignity which has been taken from them by slavish 
service to the typewriter, the tractor, and the assembly line. Men and women 
work better and are happier when they have a chance to express their smothered 
aspirations in the 8 hours of imaginative fulfillment that is offered to them by 
Hollywood 

Therefore, because the present excise tax on movie admissions is unsound in 
principle, is damaging to an important industry, is self-defeating, and injurious 
to morale I join with many others in asking that it be repealed. 

H. R. 157 is the legislative instrument by which this burden will be lifted. 

As public opinion says, “Give the moviegoers a free chance to go to the movies.” 





STATEMENT OF Hon. HeENryY J. LATHAM, OF NEW YorK 


Mr. Chairman, I am aware of the fact that over 5,000 moving-picture houses 
were compelled to close their doors in 1952. I also know that about one-third of 
the houses now operating are doing so at a loss. 

It seems patently unfair to destroy this industry by taxation. 

H. R. 157 will remove the tax upon movie theaters. I therefore hope and urge 
that your committee report this measure favorably. By doing so we will not 
only aid the entire movie industry, and especially the small family neighborhood 
theaters, but make available to more people of limited means this form of 
amusement 


Ce 
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STATEMENT BY HON. RUSSELL V. MACK, OF WASHINGTON 


Mr. Chairman and members of the Committee on Ways and Means, I appreciate 
this opportunity to present factual proof regarding the necessity for the elimi- 
nation of the present tax on theater admissions. 

The art of moving pictures is hardly more than 50 years old, yet in that short 
space of time we have seen the development of one of our major industries. This 
industry has provided amusement and relaxation for the American people and 
at the same time has become a vital economic factor in this country. 

Most of us, I am afraid, have come to think of the moving-picture industry 
in terms of large moving-picture companies. We have failed to realize that the 
heart of this industry is the small community theater in the hometown or the 
drive-in theater which brings entertainment to rural areas. Only as these theaters 
prosper can the industry survive. 

You have had presented to you figures showing that the number of motion-pic- 
ture theaters has decreased rapidly during the past few years. Many others oper- 
ate ataloss. Like all other industries, theaters have faced steadily rising costs of 
operation. Unlike other industries, the competition of free entertainment out 
lets, such as radio and television, has made it impossible for theaters to in- 
crease prices. 

Unless these small theaters can continue to operate and show a reasonable 
profit, the entire motion-picture industry will collapse. These theaters are the 
backbone of the industry. For this reason I urge you to consider the elimination 
of the present 20 percent amusement tax on motion-picture theaters. 

One city in my district had three theaters operating a year ago with a gross of 
over $117,000. The dropoff since then has forced the closing of two of them. In 
another city, 1 theater closed during the past 6 months, another which paid over 
$15,000 admission tax in 1952 showed a net loss of $4,700 and a drive-in theater 
nearby is showing an alarming decrease in comparison to last year. Many others 
are on the verge of closing. 

The elimination of the admission tax would allow a decrease in the cost of ad- 
missions. Iam convinced that this lower admission fee would increase attend- 
ance to the point where present theaters would be able to continue operation and 
many now closed could reopen. 

[ urge your earnest consideration of H. R. 157 as a means of continuing one of 
our important industries. 





STATEMENT OF SENATOR A. S. MIKE MONRONEY, OF OKLAHOMA 


In 1948 the general admissions tax was increased to 20 percent by the Congress 
as a Wartime revenue-raising measure, and at a time when taxes in general were 
greatly increased as a means of training, equipping, and supporting the great- 
est fighting force in the Nation’s history. 

The increase at that time was not only proper but necessary. The entertain- 
ment industry was thriving and both the industry and its patrons understood why 
it was necessary. 

When the general admissions tax was enacted in the 1930s until the advent of 
television, moving pictures constituted almost 100 percent of the entertainment 
industry. A glance at the figures on revenue from admission taxes shows that 
from a low of $301 million in the early 1940s, revenue increased to a high of 
$393 million in 1946. It can readily be seen that much of the taxload was sup- 
plied through this source. 

Since 1946, however, revenue from general admission taxes has declined 
steadily. 

In fiscal 1952 a total of $331 million was collected, $62 million less than was 
collected in 1946. For the first 8 months of fiscal 1953, only $216.8 million was 
collected, as compared with $236.2 million for the same period last year, or a 
decline of 8.2 percent. 

I believe this is due to two reasons, an extremely high tax and the advent of 
television. At first the impact of television was scarcely noticeable. Today the 
situation has changed radically. Coaxial cables span the country and carry net- 
work programs to a rapidly increasing number of new television stations. Now 
thousands and thousands of farmers and smalltown dwellers who previously 
depended on movies as their sole medium of entertainment are within the range 
of at least one, and in many cases several television stations offering a variety 
of topnotch programs. These are of course tax free to the people. 
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Attendance figures have decreased alarmingly, especially in the smaller com- 
munities. Many movie houses have found the competition from television so 
keen they have been forced to close their doors. Unless tax relief is given 
priority, hundreds of others will be forced out of business. This will not only 
mean the financial ruin of small-business men, but the loss of the one means of 
entertainment still available to many people. 

When the steady decline in revenue from admissions taxes for the past 7 
years is considered, a trend which can be expected to continue, I am sure you 
will agree that immediate tax relief is a must. 

When the Congress authorized the admissions tax, it recognized that condi- 
tions warranted it, and that it would mean little or no damage to the entertain- 
ment industry. The Congress should be equally as willing to recognize that 
conditions within an industry can and have changed radically and act just as 
readily to give relief. Conditions which justified a tax 10 or 12 years ago do 
not necessarily mean that it is justified today. The tax on a once flourishing 
industry has now become such a burden that it may well sound its death knell. 

About one-half the loss from this source will be recoverable. Where large 
audiences still prevail it will mean more in income taxes as a result of improved 
business. Producers of motion pictures share in gross receipts. Increase in 
gross receipts then means much more in taxes on income rather than admission 
taxes. The loss certainly does not warrant the continuation of this tax. Dark 
theaters, the means of livelihood for thousands of owners and operators, and 
the loss of the one source of entertainment is too high a price to pay for the 
difference involved. 

I want to strongly emphasize my belief that this tax relief be considered 
separately and apart from all other tax reduction legislation. I would not want 
to see it thrown into a general tax-reduction bill where controversial items 
might mean its defeat. There is nothing controversial about the need for tax 
relief in the entertainment industry. On the contrary, the degree of importance 
is such that it demands consideration on its own merits to insure prompt and 
favorable action. 


STATEMENT OF Hon. JOHN E. Moss, JR., oF CALIFORNIA 


I do not propose to duplicate statistics relating to the economic condition of 
motion picture exhibitors. The figures already presented tell the story far more 
eloquently than I could. It is my purpose to tell you of the need for consideration 
of the motion picture exhibitors’ plight if we are to stop the high rate of closing 
of motion picture houses throughout the Nation. 

Every community in my district has one or more operators who are experienc- 
ing real difficulty continuing their businesses under existing conditions. This 
difficulty is compounded by the admissions tax. In far too many instances the 
tax constitutes the straw which breaks the camel's back. 

I am convinced this is not just the usual request for tax relief. It is, on the 
contrary, an earnest petition for consideration of a most critical situation from 
an industry already plagued with the uncertainties of new and effective forms 
of competing free entertainment. 

I support the petition of the theater owners because I believe it to be just. 
They are experiencing great difficulties meeting competition. Their job should 
not be made more difficult by this heavy burden of taxation. It is my opinion 
repeal of the admissions tax may enable many theater owners to survive where 
otherwise they would be sure to fail. 

Revenues lost by removing this tax will not be great. I believe in the long 
run the Government will derive greater revenues from healthy businesses which 
would be allowed to survive by removal of the tax than would be gained by a 
heavy tax on a sick industry. 


STATEMENT OF HON. WRIGHT PATMAN, OF TEXAS 


ADMISSION TAX ON MOTION-PICTURE THEATERS 


Mr. Chairman, the question of whether or not the tax on admissions should 
apply to a moving-picture theater is one that I am sure your committee has given 
much serious consideration and study. I would like to go on record as favoring 
the proposal providing “that the tax on admissions shall not apply to admissions 
to a moving-picture theater.” I hope the committee will be able to make a favor- 
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able report on this measure so that Congress will have an opportunity to act on 
it during the present session. 

This tax, as you know, was passed as a wartime measure. Today, it is no longer 
justifiable, in my opinion, 

Motion-picture theaters are a part of the small-business backbone of our 
country, and I, for one, do not want to see the admission tax imposed upon them 
to the extent that many more of them will be forced out of business. Many have 
closed their doors and many others are faced with the possibility of closing unless 
they get relief. Some are barely holding on, hoping to get relief through congres- 
sional action. 

As chairman of the Committee on Small Business of the House of Representa- 
tives for many years, I studied the many problems with which small businesses 
are faced and I particularly studied the plight of the motion-picture theater 
operators. We all know the very keen competition they have experienced. More 
than with any other form of amusement, they have borne the brunt of competi- 
tion, especially that of television, which, incidentally, is not subject to taxation. 
Motion-picture theaters furnish amusement to millions of people in the middle- 
and low-income groups in every section of the country. Its educational advan- 
tages are priceless to these groups. 

Think what the closing of a theater in a small town means. The community 
is deprived of the entertainment for its citizens, many of whom cannot afford to 
go into cities; its people are thrown out of work; it loses much of its attraction ; 
its merchants lose trade; and its property declines in value. 

This tax has long been a burden on the exhibitor’s business both from the 
standpoint of the industry and from the standpoint of the masses of the people, 
who depend on the movie exhibitor as a chief source of inexpensive entertain- 
ment. No other industry in the United States furnishes entertainment and 
information to the people on the scale that the small town and city motion-picture 
theaters do and from no other industry can these services be rendered at a nomi- 
nal fee in reach of even the lowest wage-earner group. With the present admis- 
sion tax, a majority of the theaters are forced to operate at a loss, and no 
business—large or small—can long survive under such conditions. They need 
the relief now without further delay, which the proposal can give. 


CONGRESS OF THE UNITED STATES, 
House OF REPRESENTATIVES, 
Washington, D. C., April 22, 1953. 
Hon, DANTEL A, REED, 
Chairman, Ways and Means Committee, 
United States House of Representatives, Washington, D. C. 


DEAR DAN: I bespeak your favorable consideration of H. R. 157, introduced by 
Congressman Noah M. Mason, which seeks the removal of the Federal 20 percent 
admission tax on theater tickets. I have been very much impressed with the 
testimony offered on Monday by theater owners and the movie industry at the 
hearing you so kindly arranged and I hope that the full membership of the House 
will soon have the opportunity to pass upon this proposal. 

I am enclosing telegrams I have received from theater owners in my district 
who are very much interested in the passage of H. R. 157. These small-business 
men have every reason to be concerned about the future of their operations in 
Massachusetts, especially in view of the fact that 141 theaters have been forced 
to close in my State since 1946, 

With the advent of UHF television in Massachusetts, new television stations 
having been authorized by the FCC in Holyoke, Cambridge, and Springfield, these 
theater owners have further reason to be concerned about their future operations. 

They feel that H. R. 157 would offer substantial assistance in solving the prob- 
lems currently affecting their business and I hope that you may be in a position 
to help by reporting this legislation to the House in the near future, in fact I 
respectfully urge your early favorable action. 

With best wishes, I am 

Sincerely yours, 
Puivip J. PHILBIN. 


(The telegrams referred to have been filed with the committee. ) 
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STATEMENT OF Hon. JAMES P. RICHARDS, OF SOUTH CAROLINA 


Mr. Chairman, I appreciate the opportunity of appearing before you in support 
of the Mason bill, H. R. 157, which provides for the exemption of movie-theater 
tickets from the Federal excise tax 

There is hardly any segment of American business, large or small, which now 
is being as hard pressed as the moving-picture owners and operators. It is abow 
all they can do without this tax to keep their heads above water, and with a con 
tinuation of the tax, I do not see how 95 percent of them can stay in business . 

This tax, originally instituted as a temporary stopgap measure, has become, in 
plain words, confiscatory. It was imposed during World War II without a heat 
ing and patriotic theater owners did not raise a concerted objection. I do not 
think it fair to continue saddling them with this 20 percent tax. 

Motion-picture theaters have become familiar institutions on the main street 
of every town, regardless of size, in America. The men and women who own and 
operate them are an integral part of all community life: they are not transient 
showfolk of the carnival variety but on the whole excellent citizens sincere!y 
interested in the welfare of their county and community. And what affects their 
welfare indirectly affects the welfare of the community. 

I strongly feel that this tax should be repealed. 


STATEMENT OF Hon. GreorGE M. RuopES, OF PENNSYLVANIA 


Mr. Chairman, I wish to submit a summary of the facts relating to the situation 
confronting the motion-picture-theater owners in Berks County that I believe will 
give the House Ways and Means Committee a documented concise picture of how 
the repressive 20-percent Federal admissions tax has affected the motion-picture 
industry of one moderate-sized community. Projecting these figures percentage- 
wise across the Nation, it should easily become clear to the committee that unless 
this burden is speedily lifted the already fast-growing unemployment and thea 
ter closings will increase beyond any hope of reestablishment or remedy. 

In 1948 there were 21 motion-picture theaters in full-time operation in my 
district, Berks County. 

Today, of these 21, 7 have closed their doors, perhaps forever; 5 have been 
reduced to part-time operation; 4 have changed hands one or more times; and of 
those remaining, another 5 are on the verge of closing unless relief is forth- 
coming 

It is not difficult to trace the decline in revenue of those that somehow have 
been able to remain in business. <A glance at the municipal admissions-tax fig 
ures for theaters in the city of Reading, which are a matter of public record, 
shows a decline in returns from $175,355 in 1948 to $101,330 in 1952—a 37-percent 
decline 

gut this isn’t the whole picture. Not only has the continued imposition of 
the 20-percent Federal admissions tax closed 3314 percent of the theaters in my 
district and caused widespread unemployment and distress throughout the 
motion-picture industry, but, I submit, it has also caused large reductions in 
other forms of Federal tax revenue. To illustrate this, I point out the tax figures 
of just one theater company in my district (name will be supplied on request). 

In 1947 a theater company in my district paid $106,444 in United States admis 
sions taxes, $34,251 in Federal income taxes, and $17,057 in employees’ with- 
holding taxes. In 1952 this same theater company’s admissions-tax return was 
$60,948. They paid nothing in Federal income tax and the withholding tax was 
reduced to $11,370. 

Another exhibitor, in 1952, paid $3,509.20 in Federal admissions tax for a 
5tomonth period, which was an amount greater than the book loss on the opera- 
tion. There are no figures available for the rest of the 1952 calendar year for 
that theater owner because after 514 months he was no longer able to continue 
in business, but if he would have been able to retain in his operational revenue 
the moneys paid in Federal admissions tax, he would not have heen forced to go 
out of business. The same holds true for the other six theaters forced to close 
their doors. Are these not the danger signals of an industry in real distress? 

I contend that the principal aims of taxes are to raise revenue or to control 
production, distribution, or consumption. When taxes repress trade and business, 
they are unjustified and wrong. 

Certainly in this category falls the 20-percent Federal admissions tax: origi- 
nally sponsored as a war measure, it has, since 1947, become oppressive and 
burdensome upon business 
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It is axiomatic that when theaters close the surrounding community suffers 


and many businesses operating adjacent to such theaters suffer the most among 
these. To support this contention you need only check the transit revenues for 
the Berks County bus lines; the decline in revenue for restaurants, drug stores, 
ete., operating during the evening hours. 

Also, business allied with the motion-picture-theater industry and dependent 
in one way or another on it suffers. It has become a vicious cycle of depression, 
All of this can be averted and the motion-picture-theater industry rehabilitated 
into a normal and going business were the 20-percent admissions tax on motion 
pictures eliminated. 


Mr. Chairman and members of the committee, I trust that you will give serious 
thought and consideration to the statement I submit on this important issue. 


= 


STATEN MENT OF THE HONORABLE JOHN J. Ruopes oF ARIZONA 


Mr. Chairman and members of the committee, in these days in which we are 
attempting to balance the budget, it may seem inconsistent for any of us to con- 
sider the reduction of the tax intake of the Government. However, when a 
tax has been demonstrated to have resulted in mortal injury to a legitimate 
industry such a tax is no longer beneficial and should be abolished. 

In my opinion, the present excise tax on theater admissions has hurt the 
motion-picture industry in Arizona almost beyond repair. Several of the smaller 
theaters have closed, and the larger ones are hard put to keep their operations 
from resulting in a net loss. 


— cacao ian aM nals class, a 


It is the contention of the operators in my State 
that the present price at which theater tickets are sold is the highest price that 
the traffic will bear, and that an increase in price would actually result in a 
decrease in net revenue. Therefore, the only way these theaters can make ends 
Ineet is by the removal of the excise tax which will allow them to retain enough 

of the admission price to continue proper operations at a legitimate profit. 

Mr. Chairman, the motion picture theater has long been known as “the poor 
man’s opera”. The removal of this industry from the entertainment field would 
not affect those who are able to afford other entertainment, but it would remove 
the principle source of recreation from a large segment of our population—those 
persons who are in the lower-income brackets, For this reason, if for none other, 
I would favor removal of the excise tax on theater admissions. 

Mr. Chairman, I ask permission to introduce as part of the record a telegram 
which I have received from Mr. George M. Aurelius, a motion-picture operator in 
the State of Arizona. This telegram tells the committee, more completely and 
more authoritatively than any statement that I can make, of the plight of 

3 this industry: 

“Arizona theater closings, while numerically not great, are indicative of 

national trend. Impact in Arizona late but definitely gaining momentum now. 


; At least 20 of Arizona’s 100 theaters closed during last 5 years, more than half of 
which closed during last 2 years due to squeeze of increased-operating costs 
‘ and drop in attendance. Several exhibitors resorting to part-time operation. 


Many more contemplating similar action. Closings are affecting community 


real estate values, payrolls, taxes, ete. Arizona motion-picture attendance off 


5 from 2 to 37 percent this year under first quarter last year, with greatest hard- 
} ship on smallest operations. Believe stabilizing influence at work within in- 
' dustry; however, high operating costs and taxation will close more theaters 
{ before proprietors can benefit, if elimination of this luxury type tax on enter- 
4 tainment for the masses is not hastened.” 

i Thank you for allowing ne to appear before your committee. 

: SEA IsLanp, Ga., April 14, 1953. 
Hon. Dante. A. REED, 

é Chairman, House Committee on Ways and Means, 

; House Office Building, Washington, D. C. 

‘ 


Dear DAN: I am advised that you and the members of the distinguished 
House Committee on Ways and Means have scheduled a hearing for Monday, 
April 20 on question of continuance of 20-percent theater admission tax. 

Since it will be impossible to return to Washington in time for this important 
hearing, I respectfully take this means of advising you and the members of 
your respected committee of my complete opposition to continuance of this tax 
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which is contributing so much to the ruin of the theater industry and of my 
feeling that it should be completely eliminated. 

in the Borough of Brooklyn, alone, 65 theaters have been forced to close down 
in the past couple of years. This is a pretty fair indication of the present poor 
health of the industry saddled with this excise tax. 

The motion-picture business cannot withstand the inroads of television and 
help the Government with all the different other taxes it pays, unless this 20- 
percent tax is eliminated. 

The closing of the 65 Brooklyn theaters is a very serious matter and creates 
a terrific impact upon many local merchants. I would appreciate your in- 
corporating this wire in the transcript of the committee hearings. With my 
kindest personal regards. 

Sincerely, 
CONGRESSMAN JOHN J. ROONEY. 


STATEMENT OF HON. ERRETr P. SCRIVNER OF KANSAS 


Mr. Chairman, as demonstrated by financial statements from theaters in my 
district, which I have filed with your committee, it is clearly evident that relief, 
by way of drastic reduction or elimination of admission taxes, is imperative. 
[ therefore trust that the committee will act favorably on H. R. 157. 


STATEMENT OF SENATOR GROoRGE A. SMATHERS OF FLORIDA 


Gentlemen, I would like to submit the following statement which illustrates 
why I feel that the 20 percent Federal tax on admissions to motion-picture 
theaters should be repealed. 

During the summer and fall recess of the Senate, the owners and operators 
of motion-picture theaters, most of them independent-theater operators, through 
their trade association the Motion Picture Exhibitors of Florida, presented to 
me information which caused me genuine alarm over the dilemma of their 
business in Florida. I, therefore, instituted an independent investigation to 
determine for my personal knowledge exactly what this situation is. During 
that time I have discussed this problem with motion-picture-theater owners, 
both with small and large interests, with employees of those theaters, both 
independently and through their union representatives, and with merchants and 
bankers who would be adversely affected by the closing of those theaters. 

I found myself faced with this situation: 

In a State which is increasing in population as fast or faster than any State 
in the United States, and I speak of my State of Florida, and with industry 
in this country and in Florida operating at boom-time proportions unparalleled 
in the history of this country, more than 100 theaters have closed, some con- 
verted to other use or others simply abandoned. 

It is true that television may have been a contributing factor to some of those 
closings. However, at least 60 percent of those closed theaters are in areas not 
served by television. It has been represented to me that more than 3,000 theaters 
throughout the United States have been closed under like conditions in the last 
5 years. 

I do not take the position that the 20 percent Federal amusement tax is the 
cause of all of these closings. I do, however, take the position that it is a serious 
contributing factor thereto. It is my fear that an industry once proudly re- 
ferred to as the fifth greatest industry in the United States may cease to exist 
as a major industry if that 20-percent tax is left in effect. 

It is, therefore, my opinion that it should be repealed because of the threat to 
our economy and further because of its unfairness. Illustrative of its unfair- 
ness ure the following typical conditions: 

(a) For example one, I take a small seacoast town in Florida with a popu- 
lation by the last census of some 10,000 persons. There are two theaters in that 
town. One is a closed or conventional type theater and one a drive-in theater. 
During 1952, the closed theater had an operating loss, exclusive of the opera- 
tion of concessions, of $8,448. It realized a profit from the operation of its con- 
cessions, of $6,870. The result was a loss of some $1,600. During that year 
that theater paid the Federal Government in admission taxes in excess of 
$14,000. 
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The drive-in theater in that community lost from its overall operation of the 
theater and its concessions $8,471, while paying to the Government a tax in 
excess of $2,500. 

Needless to say, one of those theaters is now closed and the other one is faced 
with the necessity of closing. 

(b) As a second example, I have chosen 1 of the 8 largest cities in my State. 
I have been advised by the auditor of the corporation which operates 10 of 
the largest and best appointed conventional type theaters in that city that during 
the year 1951 those theaters operated at a loss of $9,000, during which time 
they paid $217,000 to the Federal Government in admission taxes 

During 1952 those same theaters were operated at a loss of $39,000 and paid 
to the Government an amusement tax of $224,000. 

The financial statement of this group of theaters is somewhat more compli- 
cated than that in the smaller locality. Involved in the larger group are rentals 
of stores, offices, and other operations which change the balance sheet favorably 
to the theaters. The foregoing figures are, however, an analysis of the theater 
operations as distinguished from other operations and were prepared at my 
request by a CPA. 

The foregoing figures are illustrative of the situation which exists throughout 
my State. I have reason to believe that there are other factors which are con 
tributing to the illness of this industry. Those conditions are being investigated 
by the United States Senate through one of its committees. It is my privilege 
to be a member of one of those committees, and it is our hope that we will be able 
to find some other ways of treating this illness. In the meantime, however, I 
feel that it is our duty as representatives of the people to remove the burden 
imposed by this unfair Federal tax. 


UNITED STATES SENATE, 
COM MITTEE ON ARMED SERVICES, 
tpril 16, 19538 
Hon. Dante. A. REED, 
Chairman, House Ways and Means Committee, 
House of Representatives, Washington, D.C. 

Dear MR. CHAIRMAN: I have received several expressions of interest in the 
elimination of the tax on theater admissions and trust you will bear this in 
mind when considering this matter. 

Sincerely yours, 
MARGARET CHASE SMITH, 
United States Senator. 


House oF REPRESENTATIVES, 
Washington, D. C., April 21, 1958. 
Hon. DANIEL A. REED, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington 25, D.C. 


DEAR Mr. CHAIRMAN: This is in reference to H. R. 157, a bill by Mr. Mason 
providing that tax on admissions shall not apply to admissions to a moving 
picture theater. I am in favor of this bill and will appreciate your making this 
letter a part of the record of the hearings now being held on this bill. 

The theater owners throughout my congressional district are unanimously in 
favor of this bill. In addition to the owners, the entire business community is 
concerned over the forced closing of theaters in the many small towns in my 
district. A number of these theaters have already been forced to close, and in 
each instance it has meant a loss in trade for the other businesses of the town. 
In many of these small communities the motion-picture theater is the last vestige 
of family entertainment left in the community. 

To quote from Mr. C. E. Leachman, owner of the Leachman Theater in Still- 
water, Okla.: “The situation is becoming more critical each day with us, and we 
are staying with it on borrowed time, and a great many on borrowed money, in 
view of the possibility that Congress will give us some immediate relief by 
exempting the 20-percent tax on motion-picture theaters.” The economy of my 
district will not stand an increase in price. For that reason the 20-percent tax 
on admissions represents a part of the profits of the business, and loss of that 
profit means the theater can no longer stay in business. 
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I feel that this 20-percent Federal excise tax has reached the point of dimin 
ishing returns. We are “killing the goose that laid the golden egg” as far as 
the economy of the small towns of my district are concerned. 

| should like to go on record as favoring passage of H. R. 157 and will uppre- 
ciate the committee's favorable action on this measure. 

Sincerely yours, 
ToM STEED, VWember of Congress. 


STATEMENT OF Hon, DOUGLAS R. STRINGFELLOW, OF UTAH 

Mr. Chairman, I wish to thank you and the other members of the House Ways 
and Means Committee for this opportunity to appear and testify in support of 
H. KR. 157, which is a bill to remove the Federal tax on moving-picture-theater 
admissions 

Che entertainment world has a creed which is familiar to every patron of the 
theate! It is short and simple but directly to the point : “The show must go on.” 
Thespians in the vear 1953 are no different than those of other vears in their 
adherence to the philosophy that nothing short of total disaster will prevent the 
show from going on 

However, this year, and for several years past, the 20,000 motion-picture 
theaters in our country have found it increasingly difficult to go on with the 


show n spite of the fact that movies are better than ever In 1946 the average 
weekly attendance in this country’s motion-picture theaters was approximately 
98 million. In the last year or so the attendance has been cut almost in half 


md dropped to about 55 million last year. The prospects for this year are even 
more dim because first-quarter reports show people are staying away from movies 
in droves. Receipts, of course, have likewise dwindled and many of our theaters 
are now closed or operating at a deficit 

I would be less than frank if I did not state that one of the major causes of 
the problem was brought on by the advent of television. Families who used to 
see 1, 2, and even 3 movies a week now spend their evenings at home or at a 
neighbor's place viewing programs on their television sets. We cannot, of course, 
turn back or stop the wheels of progress, nor would we want to pursue such a 
course Television is here to stay, and with thousands of families obtaining 
TV sets each week more and more people will probably stay away from the 
Nation’s movie theaters 

From the production standpoint the movie producers are doing everything 
possible to make better movies and with the advent of three-dimensional and 
cinerama-type pictures they are attempting to recapture their lost audiences. 
In the long run I feel certain that the American genius and ability for solving 
problems will come to the aid of both movie producers and our theater owners. 
But aid may come too late unless we act to help this splendid industry which 
does so much toward providing entertainment, education, and relaxation for 
160 million Americans and other millions throughout the world. 

In 1942 when the United States Government was at the height of its rearmament 
program we were scraping the bottom of the barrel in our efforts to find new 
sources of tax revenue to help finance the huge cost of waging war. Like many 
other industries, the moving-picture theater owners agreed to assume their 
share of the tax burden, and as a result a 20-percent admission tax was imposed 
upon each theater ticket. At the time this tax was levied it was generally under- 
stood that it was an emergency measure which would expire with the end of 
hostilities. At the conelusion of World War II the tax was not discontinued, 
and of course we are now engaged in another costly struggle. However, the 
need for tax relief for this segment of American industry is extremely great 
because of the threat of bankruptcy which is hanging over this business like a 
disastrous avalanche roaring down a mountainside. 

This problem has other facets and effects outside of the owners and operators 
of the movie theaters. Diminishing receipts or not receipts at the box office 
will eventually close—and already has closed—thousands of theaters. This 
results in loss of property and income taxes normally realized from this industry. 
When theaters close, other business houses in the immediate vicinity also suffer 
considerable losses of revenues because theatergoers also patronize adjoining 
restaurants, drugstores, and other retail outlets. There is also a corresponding 
loss to film distributors, producers, and others involved in the movie industry, 








oer et eam Aner ae a iMeT at ells lillie el, 


hm tin Se 


ee 


ADMISSIONS TAX ON MOTION-PICTURE THEATERS 117 


so there is a chain reaction from Hollywood to New York City every time another 
movie theater closes its doors. 

Most of the employees in movie theaters, such as ushers, usherettes, and ticket 
takers, are high-school and college students who are dependent upon this after- 
school employment as a source of income to enable them to further their educa- 
tion. Thus a loss in theater revenues also means a loss of employment and 
source of income to thousands of theater employees 

My appearance here today is to urge the House Ways and Means Committee 
to favorably report H. R. 157, which will remove the present tax on moving 
picture-theater admissions. With the removal of this tax, it will permit the 
theaters to divert this portion of revenue to their own operating expenses and 
thus permit them to continue to operate on a profitable basis. Much of the loss 
of revenue to the United States Government from this admission tax will be 
compensated for by the income taxes paid by theater operators and their em- 
ployees which is now lost where theaters are operating at a loss and employees 
are being discharged. 

In my files I have letters and/or financial statements from the following 
theaters and distributors in the State of Utah, all testifying to the present adverse 


financial plight of the movie industry : 


Paramount Theater, Ogden, Utah. 

Orpheum Theater, Ogden, Utah. 

Mgden Theater, Ogden, Utah. 

Egyptian Theater, Ogden, Utah. 

United Intermountain Theaters (Utah), 
Salt Lake City, Utah. 

Huish Gilhool Theaters, Salt Lake City, 
Utah. 

Utah Theater Owners Association, Salt 
Lake City, Utah. 

Consolidated Theaters, Inc., Salt Lake 
City, Utah. 


Avalon Theater, Fillmore, Utah 
Pioneer Motor-Vu, Provo, Utah. 

Utah Theater, Lehi, Utah. 

Scera Theater, Orem, Utah. 

S. L. Gilette Theater Co., Tooele, Utah. 
Queen Theater, Bountiful, Utah. 
Miller Theaters, American Fork, Utah. 
Cedar Theater, Cedar City, Utah. 
Park Theater, Cedar City, Utah. 
Capitol Theater, Brigham City, Utah. 
Roxy Theater, Brigham City, Utah. 
Auto-Vu, Brigham City, Utah. 


Numerous letters and telegrams have also been received from other business- 
men, bankers, lawyers, and private citizens—all urging the discontinuance of this 
admission tax. I have not received a single letter suggesting that this tax should 
be continued, and this alone demonstrates that public sentiment favors this 
change 

I sincerely believe that the theater owners have a meritorious cause and there 
is good evidence to support their arguments and pleas for relief from this depres- 
sive admission tax. I urge the committee to weigh this problem carefully and 
remove this inequitable tax on our movie theaters, “The power to tax can be the 
power to destroy.” Let us not be shortsighted or blind to the need for this tax 
relief. Instead let us inject new life into this vital industry and return one 
more step down the road toward a free enterprise system where the right to 
succeed or fail is determined by competition in the market place and not by 
taxation, regulation, or control enacted in Congress. 


House or RepreEsSENTATIVES, 
Washington, D. C., April 15, 1953. 
Hon. DANIEL A. REED, 
Chairman, Ways and Means Committee, 
1102 New House Office Building, Washington 25, D. C. 

Dear Dan: I wish to take this opportunity to express my particular interest 
in Mr. Mason’s bill, H. R. 157, and to urge that every consideration be given it 
witha view to reporting it favorably. 

The passage of this measure would alleviate a very serious condition which 
presently exists in the moving picture industry. The industry has suffered 
severe setbacks in the last year or so which has involved the closing down of 
many theaters throughout the country and resulted in much unemployment. 
In view of these hardships I unqualifiedly support Mr. Mason's bill. 

I appreciate you and the members of the committee giving me your attention 
in this regard. 

Respectfully, 
DEAN TAYLOR. 





118 ADMISSIONS TAX ON MOTION-PICTURE THEATERS 


STATEMENT OF Hon. OLIN E. TEAGUE, OF TEXAS 


Mr. Teacur. Mr. Chairman, in behalf of the many small-theater owners located 
in the Sixth Congressional District of Texas, I appear here before you this 
morning in support of H. R. 157, introduced by Hon. Noah Mason, to repeal the 
20-percent admission tax on theater tickets. 

Last year, because of the many letters I had received from these theater 
owners, I scheduled a meeting with them at a centrally located point in my dis- 
trict and obtained firsthand information from them which led me to believe that 
this tax should be repealed. 

Theater-operating costs have advanced tremendously all along the line, while 
at the same time theater revenue has virtually remained stable, or suffered a 
decline, as various new forms of entertainment media have vied for the spare 
time and entertainment of the public. Many businesses are in the unique posi- 
tion of being able to pass on increased costs to the consuming public, but not so 
with the theater owner as taxes have already raised their admission prices to 
the limit that the traffie will bear. 

Regardless of what may have been said in the past regarding movie theaters, 
they have a long record of public service. They are a community asset and are 
the greatest medium of entertainment for the masses. We all know that the 
bulk of movie patronage comes from the average wage earner, which means that 
the price of admission must remain within reach of that group. 

Many sections of my district are not within range of television stations so 
that medium of entertainment in the rural districts has not acted as a com- 
petitive agent. But prohibitive admission scales have. Mr. Chairman, I find 
that the average price in my district is about 30 cents for adults and 25 cents 
for children. This figure does not include tax. If you add the tax, it brings 
this figure to about 35 cents and 30 cents, respectively. The theaters have con- 
tended that they are losing money at these rates in face of their increased costs ; 
yet, if they increase their admission, their volume of business will decrease. 
These admission prices may appear to be rather low, especially when you con- 
sider the prices in metropolitan areas and more in particular chain-operated 
theaters. But it should be borne in mind, Mr. Chairman, that I am representing 
the little-theater man, the single-proprietor house, of anywhere from 150- to 
275-seat capacity who depends entirely on rural and farm patronage. The average 
family of man and wife with 2 children under present prices needs to spend about 
$1.50 for theater admission. This is a large sum to the farmer in my district 
who has experienced 3 solid years of drought and crop failures. 

Theater owners in my district have stated that their patronage has dropped 
about 40 percent, but most of them are convinced that if the tax were removed 
they could hold on. 

I am convineed, Mr. Chairman, that the “squeeze,” if it can be called that, 
that our small-theater owners find themselves in today is something that is largely 
out of their control. Two major items—film rentals and admission taxes—are 
generally proportional to box-office volume. These two items represent nearly 
15 percent of gross receipts (including taxes). Other costs, which are largely 
fixed, or which are established by markets over which the average theater owner 
has no control, are payrolls, utilities and heat, local taxes, insurance, advertising, 
and the maintenance of buildings and equipment. These are the cost factors 
that have increased steadily regardless of box-office performance. 

The heavy overhead costs discussed above represent an increasing proportion 
of gross receipts to the theater owner. Together with rentals and admission 
taxes, which are proportional to box office, this rising trend, as stated before, has 
progressively squeezed theater owners between a declining box office and a rising 
cost structure over which they have no control. 

A report from the Treasury Department indicated that 1951 earnings repre- 
sented about 3 percent on gross admissions. This very thin average margin of 
current profits means that thousands of theaters, particularly neighborhood 
houses, are being operated at a loss or being forced to close. A recent report 
from the Treasury Department revealed that 30 percent of returns from theater 
companies and theaters showed a deficit, and this figure could be expected to 
increase. 

Mr. Chairman, I have always believed that our Government is interested in 
keeping alive and encouraging private enterprise and the small-business man and 
will not knowingly tax them into bankruptcy, whether direct or indirect. How- 
ever, during the meeting with my theater owners, they frankly stated that their 
only income was from their concessions in the lobby (popcorn and candy) and 
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that the operation of the theater was merely to collect the taxes for the 
Government. 

Mr. Chairman, in view of the past performances of the House and Senate 
with respect to revenue acts, it appears that the Congress is dedicated to the 
purpose of granting some measure of relief on excise taxes, and I sincerely hope 
that the field of theater admissions will be the first to experience this long- 
needed relief. 


STATEMENT OF Hon. J. W. TRIMBLE, OF ARKANSAS 


Mr. Chairman and members of the committee, I appear in support of the 
passage of H. R. 157 by Mr. Mason, a member of this great committee. The 
straits in which the small theater owners find themselves as a result of this 
tax had not occurred to me until this past summer when I had occasion to visit 
with a group of theater owners in the district which I represent. 

They presented figures which amazed me. The cost of pictures, the cost of 
help, and rentals have all gone up, but the price of admissions remains the 
same, As Mr. Mason said in a statement on the floor of the House on April 13, 
many of them are in business without profit, hoping for a turn for the better, 
and some of them have even closed shop. 

I think it is right that all of us carry our equal share of the taxload, but 
I do not think it is fair or proper to tax business out of business. I hope this 
bill is reported favorably and that it is enacted into law. 





STATEMENT OF Hon. CHARLES W. VURSELL, OF ILLINOIS 


Mr. Chairman, I want to thank the committee for the opportunity afforded 
me and other Members of Congress to appear before your committee in support 
of H. R. 157, a bill to eliminate the 20-percent admission tax on the motion- 
picture industry introduced by one of your Members, Congressman Mason, 

I am in favor of the removal of this tax from the admission price which would 
lower the cost to theater patrons resulting in a larger attendance which would 
also result in greater profits to the motion-picture operators. I should like 
also to point out that the additional profits obtained by the theaters would 
result in the Government collecting a great amount of income taxes from the 
theaters which would, to a considerable extent, offset the potential loss of 
revenue by reason of the removal of this tax. 

Nearly all movie-picturg operators throughout my district have written 
letters to me complaining that largely because of this 20-percent admission 
tax, most of them are operating at a loss and many of them who own more 
than one picture house have been compelled to close such businesses. Many 
more will close in my district and throughout the Nation unless this tax is 
removed. 

It does not take much of an economist to determine that countless thousands 
of movie picture houses which have been closed down throughout the Nation 
are paying no taxes to the Government. In addition to the great financial loss 
to men who have invested millions in buildings, thousands of people become 
unemployed. The Government also looses in income taxes from such employees 
that it otherwise would receive. In the last analysis the removal of this tax 
will not be as great a tax loss to the Government as it would appear. Any tax 
levy which goes beyond the point of diminishing returns is bad legislation and 
should be repealed. This tax has largely been responsible for the closing of over 
5,000 movie-picture theaters which have closed down during the past year, and 
one-third of the theaters are operating at a loss. Some theaters have continued 
to operate in the hope that this law would be repealed paying thousands of 
dollars each year in taxes to the Government which is a direct loss to the 
management. Many theaters that broke about even paid from $10,000 to $15,000 
in taxes to the Government for the privilege of doing business without any 
profit to the owners. 

This again proves that we are continuing on the statute books a law that 
continues to close down movie picture houses which results in less money 
being collected in taxes, in total, by the Government. It would appear to me 
that we should remove this tax and I believe if we do that, the Government 
will collect more income taxes next year because many of these business houses 





120 ADMISSIONS TAX ON MOTION-PICTURE THEATERS 


will open for business and the expansion of the movie-picture industry will 


greatly increase the amount the Government is now collecting in the future. 


HOUSE OF REPRESENTATIVES, 
Washington, D. C., tpril 24, 1953. 
Ways anp Means COMMITTEE, 
House of Re presentatives, Washington, D.C. 

GENTLEMEN OF THE COMMITTEE: With regard to the proposed remission of 
theater taxes now being studied by the committee, | would like to enter the 
following statement in the record 

In my opinion the theater tax on anything less than $1 tickets imposes a great 
burden upon the operators of small picture shows, many of whom have told 
me that they had rather have the money they pay the Federal Government in 
excise taxes than to have the profits they make because the tax would be 
larger 

We have come to know that amusement, especially for children and others, 
is necessary to a well-rounded life. The picture show in smaller communities 
usually constitutes the main center of amusement. The fact that excise taxes are 
laid on moving-picture theaters causes an extra burden upon the tickets sold 
to children and minors generally, and I feel certain that the trouble and book 
work incident to the collection of this small tax on private picture show owners, 
as Well as the Government collecting agency, leaves very little clear profit for 
the tax collector 

I think this tax could be repealed without serious effect upon the total tax 
collections and would relieve the operators of these establishments free of a 
great deal of red tape and children with more money to spend. 


J. FRANK WILSON, M. C. 


(Whereupon, at 3:43 p. m., the committee recessed, subject to call.) 
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